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Farm Cost Accounting 
Essential Farm Records and Their Interpretation 


By E. H. THomson* 


The subject of farm cost accounting is of interest to people 
who are inclined to study the farm from the business viewpoint. 
Many persons suppose that farmers do not keep records of their 
business. This impression is entirely erroneous. Inquiry of . 
several thousand farmers in different parts of the country shows 
that nearly forty per cent. keep some kind of records. Of course 
many of these records are merely memoranda of certain trans- 
actions, and, as a rule, are very incomplete. A few farmers keep 
complete accounts of all their receipts and expenses. Very few 
of them, however, take an inventory of their business, which 
record is indispensable in any complete set of accounts. 

One of the reasons why farm accounting has not been suc- 
cessfully worked out in the past is that almost universally the 
system has been built upon individual farm enterprises as a basis. 
That is, an account was kept of the corn crop, the oat crop, dairy, 
poultry, etc., and the several balances of these were added to- 
gether to give the return of the farm as a unit. Here is where 
difficulty was encountered. Farm records are not like many 
types of commercial accounts, in that they do not deal with 
actual amounts. Many estimates have to be made of the amount 
of feed consumed, the value of the different feeds, the value 
of growing stock, of the manure produced, of the depreciation 
of farm machinery, so that it is next to impossible to arrive at 
definite figures in many instances. The record on the crop may 
have shown a handsome profit, when the corn was credited at 


*Agriculturist, Office of Farm Management, U. S. Department of Agriculture. 
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50c. a bushel; but when this corn was fed to cattle, which re- 
turned only 30c. a bushel, all the gain of the one enterprise was 
lost through the inefficiency of another. These enterprise ac- 
counts are all right in their place, but it is difficult to determine 
from them what the business considered as one unit returned 
to the operator. 

Again, the first step in most attempts at farm accounting has 
been along the line of devising blank forms, without even ask- 
ing the primary question of what accounts were necessary in 
the business. The problem of farm accounting is plainly not 
one of having a certain kind of form or blank on which to enter 
the various records, but of knowing clearly what records are 
needed to summarize the business at the close of the year. Thou- 
sands of carefully prepared forms have been printed for the 
farmer’s use, but few of them have been used to any extent. No 
two farms are alike, and the important features on one place 
may be the minor ones on the other. It is essential first that 
the farmer have a clear idea of just what records he needs and 
then start out in the simplest possible way to obtain them. It 
matters little what particular style of blank he may use. Any 
system of blank forms so complete as to cover all the needs of 
the average farm would be so cumbersome as to be unusable. 


PROPER METHOD OF SUMMARIZING IS IMPORTANT 


In the work of the office of farm management of the United 
States department of agriculture, business analyses have been 
made of thousands of farms. In making these analyses a blank 
form designed to give a summary of the year’s business has 
been used.* This form is given in pages 17 to 26 of the bulle- 
tin. The several steps in using this farm summary blank will 
be discussed, for if they are understood, the question of what 
accounts to keep becomes easy. 

[In the following discussion the page references are to the 
page numbers of Farmers’ Bulletin 661, portion of which is 
reproduced at the end of this article.] 


FARM TENURE 


Since more than one-third of the farms in this country are 
operated by tenants, the blanks have been designed for use in 


*U. S. Department of Agriculture Farmers’ Bulletin 661. 
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analyzing the business of a farm operated by either the owner 
or a tenant. 

For the purpose of this summary, a farm is understood to 
be all the land operated as one unit. It may consist of both 
owned and rented land, if all this area is operated by one set 
of machinery, horses, workmen, etc. In the case of a man own- 
ing two farms operated independently, each should be considered 
as a separate farm. As the blanks are designed for both tenant 
and owner farms, there are two columns under most headings. 
The operator is the person who lives on the farm and actually 
works it. Thus, if the owner works the farm he is the operator ; 
but if the farm is rented the owner is the landlord and the tenant 
is the operator. 


FARM YEAR 


The period covered by such a summary as outlined is known 
as the farm year. The date when this year begins varies from 
March 1 or April 1 in the northern states to January 1 in the 
southern states, and even to October 1 in some of the western 
states. It corresponds to the date on which tenants change 
farms. 


FARM AREA 


The item “total acres operated” (blank form, p. 17) includes 
all the land operated as one farm; and the number of acres that 
are owned, share-rented, or cash-rented should be shown under 
the proper headings. The total area operated is separated into 
four divisions; namely, (1) acres in woods; (2) acres in roads, 
building lots, etc.; (3) acres in pasture, and (4) acres in crops. 
Where more than one crop is grown on the land during the 
year the acreage this crop used should be counted once only 
in arriving at the acres in crops. 


CROP RECORD 


The blank form for the crop records is shown on pages 18 
and 19. Under sales, the total amount of each crop sold from 
the farm or held for sale should be entered. Crops fed to live-. 
stock on the farm would not be counted as a sale. Crops on 
hand from the previous year which are held for sale need not 
be considered, as they do not belong to this year’s business, but 
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crops on hand from the previous year held for feed must be 
considered under “feed and supplies” (p. 24). 

On tenant farms, the tenant’s crop sales and crops held by 
him for sale are listed under the heading “operator’s sales,” 
while the landlord’s crop sales, including the crops held by him 
for sale, are placed under the heading “landlord’s sales.” Where 
the landlord transfers his share of the crops to be fed on another 
farm, the value of these should be credited as a sale on the 
account of the farm from which they are removed. 


LIVE-STOCK RECORD 


The blank form for the live-stock record is shown on pages 
20 and 21 of the bulletin. It includes a record of the number 
and value of all live-stock on hand at the beginning and at the 
end of the year, all sales and purchases made during the year, 
and the number that died during the year. There will be a varia- 
tion according to the number bought, sold or raised. The num- 
ber on hand at the beginning of the year, plus the number pur- 
chased and the number raised, must equal the number on hand 
at the end of the year, plus the number sold and the number that 
have died. It often happens that the number of dairy cows is 
increased the second year by the addition of heifers which were 
counted as yearlings in the first inventory. In the same way 
spring calves which might not appear at all in the first inventory 
would be counted as yearlings at the end of the year. Again, 
the calves born and sold during the year will not appear in either 
inventory, but will appear in the sales. This holds equally true 
for all the classes of live-stock. In estimating the value of live- 
stock, market values at the time should be used. On all farms 
except where the landlord owns a share of the live-stock, the 
record is made under the heading “operator’s stock.” 


LIVE-STOCK SUMMARY 


The space under the heading “live-stock summary” (p. 22) 
is for a concise statement of the live-stock enterprise. Add the 
total of the receipts from stock products, sales of live-stock, and 
the inventory value of the live-stock at the end of the year. 
From this sum subtract the amount paid for purchases plus the 
inventory value at the beginning of the year. The result will 
give the “net increase” for the live-stock part of the farm business. 
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RECEIPTS 


Stock products:—The receipts from live-stock products, such 
as milk, butter, eggs and wool, should be entered in the spaces 
of the first form on page 22. These include the value of all 
products sold from the farm. They do not include the value 
of milk, eggs, butter or meat used in the farm home. If eggs 
or other products are exchanged for supplies, their value should 
be counted as a sale. 


Miscellaneous sources: —Under “receipts, miscellaneous 
sources” (p. 22), such items as money received for teaming, 
machine work for neighbors and the like are placed. If there 
is a tenant house on the farm which is rented to some person 
not connected with the farm, the rent from this should be con- 
sidered a receipt, provided the value of this house is counted 
as a part of the farm real estate value. Where a large quan- 
tity of lumber is sold during any one year, credit should be 
allowed for only the amount which would normally be sold each 
year. 


CURRENT EXPENSES 


The items of farm expense will vary widely, according to 
the kind of farming followed and the region. The list of items 
given on page 23 may uot be complete for all farms, and im- 
portant items should be written in if they are not listed. The 
third item, relating to board of both regular and extra help, 
includes the expense for its preparation and that part of the 
board purchased; i.e., no expense for the part of the board that 
the farm furnishes should be charged against the farm. If such 
a charge is made, it is necessary to credit the farm with those 
products used in the farm living. This method would mean 
extra work and considerable estimating; hence, it is not believed 
desirable, particularly as the labor income will be the same in 
either case. The cost of preparation and the proportion of the 
board ordinarily purchased in the form of groceries, meats, etc., 
varies from one-third to two-thirds of the total value of the 
board. The value of unpaid family labor is counted as part of 
the farm expenses, the same as is hired labor. This refers to 
farm work only and not to household labor. The value of the 
operator’s or farmer’s own labor should not be included. (See 
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form on page 23 for this item.) The board chargeable for fam- 
ily labor is figured on the same basis as for hired labor. 

Labor expended in the construction of new buildings, tile 
drains or other permanent improvements should be included with 
the expense for materials under the items ‘‘new buildings,” “tile 
drains,” etc., and should not be listed under the labor items at 
the top of the preceding form. The item of depreciation on 
fences is included in “repair of fences” under “current expenses.” 


DEPRECIATION OF EQUIPMENT AND BUILDINGS 


In addition to the current farm expenses there are certain 
other items, such as depreciation, which may be called fixed 
charges. These occur on all farms to a greater or less extent. 
Buildings may be constructed so that they will last for a hun- 
dred years, or they may have to be rebuilt every twenty-five 
or thirty years. The life of machinery depends on the care given 
and the extent to which it is used. Although there is no appre- 
ciable expense each year, these buildings and machines eventually 
have to be replaced. It is proper that a proportionate share of 
this replacement cost should be charged against the farm each 
year; otherwise, whenever a new barn or dwelling is built the 
entire cost of this building would have to be charged against 
the business for that particular year. Depreciation charges, 
therefore, are merely a method of uniformly distributing these 
costs over the period of years during which they are in use. 

The annual depreciation on buildings will vary from less than 
one per cent. on very substantial stone or brick buildings to as 
high as three or four per cent. on frame buildings. The rate of 
depreciation on machinery will vary from five to twenty per cent., 
depending on the implement and the way it is used. Probably 
from seven to twelve per cent. a year would be approximately 
correct for most farms. The amount of depreciation that should 
be charged each year as an expense (p. 23) is left to the judg- 
ment of the person making the record. No set rules can be 
given, as no two farms are exactly alike in this respect. 


PERMANENT IMPROVEMENTS AND NEW EQUIPMENT 


The spaces under the heading “improvements” are for enu- 
merating the cost of new buildings, fences, tile drains and 
machinery. In computing the farmer’s income it is not neces- 
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sary to take expenditures for permanent improvements into ac- 
count, because if they are included at all they appear both in the 
expense items and in the inventory items showing an increase, 
and the entries cancel each other in the final calculations. The 
record of such improvements may therefore be treated as a 
memorandum for use in arriving at the next year’s inventory 
of investments. 
LIST OF MACHINERY 


The blank form on page 24 is for a list of the farm imple- 
ments. The value stated for each machine should be a fair price 
for it, according to its condition at the beginning of the farm 
year. This price should not represent what it might sell for, 
but its value compared with a new machine. New implements 
purchased during the season should be listed under “improve- 
ments” (p. 23) and not under “current expenses.” As the list 
of machinery is general, there will be some items of equipment 
on certain farms which are not given in this enumeration. These 
should be inserted at convenient places. 


FEED AND SUPPLIES 


The quantity of feed and supplies on hand at the beginning 
and at the end of the year is important, as any increase or de- 
crease in this represents a gain or loss. This quantity will vary 
according to the time the farm year begins. Thus, if it begins 
on April 1, ordinarily only enough roughage or grain will be 
on hand to last until the new crops are harvested. As previously 
stated, grains or hay held for sale are not included with those 
held for feeding purposes. The reasons for accounting for these 
items of feed and supplies are that they form a part of the farm 
investment, and also represent an increased or decreased item 
of income in the year’s business. 


FARM CAPITAL 


Farm capital, or farm investment, includes the total value of 
all land, buildings, live-stock, tools, machinery, feed, supplies 
and cash to run the business. The several steps to be observed 
in using the form shown on page 25 are given below: 
Real estate. Under real estate is included the value of the 
land, buildings, fences and water supply. Normal farm values 
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should be used and not high speculative prices or assessed 
valuations. 

Live-stock. For the item of live-stock, the total inventory 
value of live-stock at the beginning of the year should be trans- 
ferred from page 22 of the bulletin. 

Machinery. The value of the farm machinery for the begin- 
ning of the year is brought forward from the total on page 24. 

Feed and supplies. For the item of feed and supplies the 
total for the beginning of the year should be transferred from 
page 24. 

Cash. The item of cash to run the farm varies widely on 
different farms. It should represent the average amount of 
money the farmer has on hand at all times during the year for 
the purpose of paying current expenses; in other words, the 
average of his chequing account. On a dairy farm, this amount 
would be about equal to the milk or cream cheque. On a tobacco 
or cotton farm, where there is only one crop and no money 
coming in, except at one time, it would mean a sum nearly equal 
to the entire year’s running expenses. The amount of cash nec- 
essary to run the business will range from $25 to $100 on most 
farms. 

The final step is to add together these five items, in order 
to obtain the total of the farm investment. 


FARM SUMMARY 


The blank form on page 25 is for a summary of the farm 
business. The items for this summary are taken from the totals 
in the preceding forms, as follows: 

Capital. The total farm capital, from the form immediately 
preceding, is the first item. This is the farm investment on which 


interest should be charged. 


Receipts. Under receipts, enter these totals: crop sales, from 
page 19; live-stock net increase, from page 22; receipts, mis- 
cellaneous sources, from page 22; and the increase, if there is 
any, in feed and supplies, from page 24. The sum of these four 
groups represents the total of the farm receipts. 

Expenses. Under expenses, enter these totals: current ex- 
penses, from page 23; depreciation, from page 23, and decrease 
in feed and supplies, if any, as noted on page 24. The sum of 
these three groups represents the total farm expenses. 
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Farm income. Subtract the total expenses from the total re- 
ceipts. This will give the net farm income, which is the money 
received for the use of the capital and pay for the operator’s 
labor. But capital has an earning power, which at least equals 
the current rate of interest on well secured farm loans. Interest 
at this rate should be deducted. 


Labor income. Subtracting the amount of this interest from 
the farm income gives the farmer’s labor income. 


The labor income represents the amount of money the farmer 
has left after paying all business expenses of the farm and de- 
ducting interest on the money invested in the farm business. In 
addition to the labor income the farmer has the use of the farm- 
house and the products that are furnished by the farm toward 
his living, such as fruit, garden vegetables, dairy products and 
fuel. In other words, the labor income is comparable with a 
hired man’s wages when the hired man gets a house and garden 
and some farm products. 

The difference between receipts and expenses, or farm in- 
come, will not necessarily correspond to the money on hand or 
in the bank, as personal and living expenses have to be paid out 
of this amount. Furthermore, in the case of farmers having 
mortgages or other debts, the interest on these, as well as any 
principal paid, must come out of the farm income. Therefore, 
the record of the farm business may show a fairly large differ- 
ence between the receipts and expenses, and yet the farmer may 
not have any money to show for it at the end of the year, owing 
to the fact that the funds have been spent for living or for 
personal uses or have been put into other investments, such as 
insurance and paying off the mortgage. The object of this record 
is to analyze the farm business; that is, to ascertain how much 
the farmer makes—not to determine how much he actually saves. 
Having learned what the farm is returning, the responsibility 
rests with the farmer as to how much he spends personally or 
uses in other ways. 


ACCOUNTS NEEDED 


A study of this summary will at once suggest such accounts 
as are necessary to determine accurately the income for the year’s 
business. To find the total of the receipts on page 25, all that 
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is necessary is a blank day-book in which to enter the separate 
items of income, as they are received throughout the year. 

For record of expenses he may need an account of the amount 
paid for labor, for fertilizer, for threshing, hay pressing, etc. 
With these simple daily memoranda he is in position to fill out 
the complete summary of receipts and expenses. 

Most important of all is the inventory of the live-stock, feed 
and supplies, machinery, etc. The farmer may desire this in- 
ventory of the live-stock in detail; if so, he can use a few pages 
in his day-book, and only enter the totals in the space for value 
of live-stock in the summary sheet. 

The accounts needed to complete the summary blank will 
cover the financial side of the farm business, except such ac- 
counts as the farmer wishes in regard to individuals, as bills 
payable or receivable and personal accounts. In a large farm 
business the former are needed. The personal records he may 
keep or not, just as he chooses. 


ACCOUNTS WITH SEPARATE CROPS OR KINDS OF ANIMALS 


In the foregoing discussion the farm business is considered 
as a unit. If, however, one wishes to learn how much each en- 
terprise is costing and what it is returning, a record is needed 
of the labor and materials used in its production. Such records 
are called enterprise accounts. No special form is needed 
for these; usually a single entry blank will be found the most 
convenient. Space is necessary for entering the daily items of 
both man and horse labor, amount and value of materials, use 
of machinery and rental of land or, in case of live-stock, the 
use of buildings. To determine the rate per hour of labor the 
cost of keeping work horses and hours worked are necessary. 

Absolute accuracy in these enterprise accounts cannot always 
be attained on account of the many estimates involved. For 
instance, suppose that in the preparation of the land for pota- 
toes ten tons of manure are applied per acre. How much of 
this manure charge should the potatoes bear and how much 
should go to the succeeding crops? However, for all practical 
purposes the cost of production accounts need not be accurate 
to the last cent, for if the margin on any enterprise is so small 
that a few cents either way throws it into the profit or loss 
column, it will make no difference in the farmer’s decision as to 
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the continuance of that enterprise. An error of twenty or thirty 
cents an acre on any crop on the average farm would make very 
litle difference in the final outcome. Farmers should not be 
discouraged if they are unable to determine with exactness the 
return on any particular enterprise. 

There is no evidence to show that interest in farm account- 
ing will be greatly increased until the principles of it are taught 
to farm boys in schools. Such a step will necessarily be slow. i 
Neither is there a big field for trained farm accountants on large 
farms. Ordinarily the farm business, unless it is unusually suc- | 
cessful or extremely large, will not pay for high-priced account- 
ants, in addition to the other general operating expenses. To | 
the farmer, one of the greatest needs is a better understanding | 
of the principles of farm economics, and with this a knowledge 
of farm accounting. 


BLANKS FOR USE IN ANALYZING THE FARM BUSINESS AND 
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CurrENT EXPENSES 
Operator | Landlord : : : 
Regular hired labor...... Sn : 
Family labor............ 2 3 
Feed: grain and concentrates.) .........) 
Seed, plants, trees............ > 
Fuel and oil for farm work... E 
| 
DEPRECIATION ON EQUIPMENT AND BUILDINGS | 
Dwelling, .. per cent of value. | 
Other buildings, .. per cent of | 
Machinery, per cent of 2:69 
417 
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List oF MACHINERY 
Value at | Value at 
No. Kind beginning, No. Kind beginning 
ot year ot year 
| 
..--| Heavy wagons........ '....| Mowing machine...}....... 
Walking plows........|...... Manure spreader...|..... 
| Sulky plows........ |. Corn shredder......|....... 
| Spike-tooth harrow....|........ Corn 
2 or 3-horse cultivator.|........ |...-| Dairy equipment....|........ 
pond |....| Poultry equipment.. 
FEED AND SuPPLIEs' 
Beginning of farm year End of farm year 
Amount Price Value Amount Price Value 
| | 


Feed and supplies: Decrease........ Imcrease........ 


1In case the landlord owns a share of the feed and supplies, make the pro 
division when Sanerens to the summary. 
e 


on hand at the end of 


increase; if less, a decrease. 


If the total value of the feed and supplies 


year is greater than at the beginning, the difference is an 
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A METHOD OF ANALYZING THE FARM BUSINESS 25 ; 
CAPITAL 
Beginning of farm year 
2 Operator Landlord 
SuMMARY 
Operator Landlord 
Item Total Item Total 
Receipts from: 
| Page 22, live stock, net 
| Page 24, increase feed and supplies|........) 
Expenses : | 
Page 24, decrease in 
| 
Interest on capital, ..per cent’.......|........ | 
on invest | 
Farmer’s labor 


1 Use current rate of interest on well-secured farm loans. 
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Some Tests or Farm EFFICIENCY 


Number of crop acres per work horse.......... jadbchietwes cate 
Number of months of man labor, including operator’s........... 
Number of man-labor years’..... 
Percentage of total investment in real estate..... 
Investment in buildings per crop 
Investment in barns per animal unit..... whnseendiotatnenitadheses 
Number of productive man-work units*...... 
Number of productive man-work units per man........... eenbens 
Man-labor cost per productive work umnit’.....................5. 
Net receipts per animal unit*................ 
Value of feed consumed per animal! unit’.......... tiugheumbanansh 


1 Divide number of months of man labor by 12. This gives the number of man- 
labor years. 

2 Divide number of crop acres by number of man-labor years. 

*In figuring the amount of live stock on the farm, it is necessary to have some 
basis for comparing the different kinds of animals. One horse, cow, or steer is equiva- 
lent to one animal unit; two head of young stock (of the above kind) are counted as 
one animal unit; 7 sheep, 14 lambs, 5 hogs, 10 pigs, or 100 chickens are each counted 
as one animal unit. 

*In order to have a basis for computing the time required for different farm opera- 
tions, a normal day’s labor of 10 hours is considered a work unit. 

8 Find the cost of all farm labor, including value of operator's, and divide by the 
number of man-work units. 

* Divide the net increase under live-stock summary (p. 22) by the number of animal 
units, not including work horses. 

™Find the total at farm re of the value of all crops fed, plus a charge for 

ure, plus amount of feed bought, and plus or minus the difference in the fe 
inventory, and divide by the number of animal units. 
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An Accounting System for a Small City 


By MENDENHALL, C. P. A. 


Some months ago the writer was called upon to install a 
complete system of accounts for a Kansas city of about 4,000 
population. A piece of work of this kind presents many in- 
teresting features. The mayor of the city, who was a profes- 
sional man of intelligence, was determined to have a thorough 
system of accounts with a general ledger which would show 
the revenue and expense accounts, the assets and liabilities, and 
would also show the status of the various city funds. 

The only accounts kept by the city were a general fund cash 
book, a water fund cash book, warrant registers and various 
other auxiliary books; but no ledger was kept into which all 
the information from the various minor books could be assem- 
bled. As a consequence, it was almost impossible to make up a 
statement showing the revenue and expenses for any particu- 
lar period, and there was no way to determine the amounts in 
the various funds available for appropriation during the year, 
although, of course, the cash balances in the various funds were 
easily obtainable. 

As the officials were frequently changed and as no ledger 
records were kept of the fixed assets, it took some time and a 
good deal of inquiry from former officials and old residents 
to obtain information as to what lots and tracts of land in 
and adjacent to the.city were owned by it. After extended 
inquiries along this line, it was finally found that the city had 
deeds to certain lots which were used for dumping purposes, 
that it owned a tract of land where an old and abandoned reser- 
voir existed, and that it had proper deeds for the city hall prop- 
erty and the property of the water works. With this information 
compiled and a statement obtained of the taxes receivable, and 
with an inventory of the supplies and equipment on hand in the 
various departments, together with a list of the outstanding 
obligations, a statement of assets and liabilities was formulated 
which was assumed to be correct. 
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After a thorough audit of the accounts for some years back, 
this statement of the assets and liabilities was used as a jour- 
nal entry for opening the new books of account, and with this 
done and the system established, any future changes in the ac- 
counts will be properly and regularly recorded, as in a business 
house. 

In the general ledger, in addition to the asset and liability 
and revenue and exp nse accounts, were placed the fund ac- 
counts. These corresponded with the asset and liability accounts 
in the method as outlined in the recent book entitled A Hand 
Book of Municipal Accounting, issued by the Metz fund from 
matter collected and recommended by the New York bureau of 
municipal research, a book which is commended to any who wish 
to read further in the matter of systematic municipal accounting. 

For the information of those who are not familiar with this 
method it may be explained that the two sets of accounts (the 
proprietary and the fund accounts) correspond in the follow- 
ing way. In the revenue and expense accounts when the entry 
is made from the summary of the tax lists debiting taxes receiv- 
able and crediting revenue from taxes, a corresponding entry 
is made in the fund accounts debiting an account which may 
be designated ‘available balance” (accounts receivable) and cred- 
iting the various fund accounts in accordance with the condi- 
tion of the tax levy and the city ordinances. As cash is received 
in payment of taxes it is debited, in the proprietary accounts, 
to cash and credited to taxes receivable, while in the fund accounts 
the corresponding entry is a debit to an account which may be 
called “available cash” and a credit to “available balance” (ac- 
counts receivable). As cash is paid out the entry in the first 
set of accounts is a debit to expense, supply or property accounts 
and a credit to cash, while in the fund accounts the entry is a 
charge to the various funds and a credit to the “available cash” 
account. This, briefly, is the method of handling the accounts, 
and a statement taken from the ledger at the close of a period, 
it is obvious, shows not only the revenue and expenses to date 
and the amount of taxes receivable yet uncollected which will 
eventually be turned into cash and be available for the city’s 
business, but it also shows in the fund accounts the actual 
amounts available in each of the funds which is subject to ap- 
propriation by the council. 
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An Accounting System for a Small City 


This gives an outline of a system which in the first months 
of its operation has been found to work with great satisfaction 
and to give through monthly statements the information which 
is absolutely required in order that the executive and legislative 
branches may at all times be informed as to the actual status of 
the various funds. While the system was installed in a small 
city, the general principles and method are equally applicable 
to the largest municipality —of course, with suitable amplifi- 
cations. 

The particular city which has suggested these remarks, dur- 
ing the past five years spent about sixty per cent. more per 
annum than its income. It was able to do this through the 
issuing of warrants, drawing six per cent. interest, which were 
unpaid and outstanding for several years back. In addition to 
paying the six per cent., the city was also paying an extra ten 
per cent. on all purchases, which was recognized as a proper 
addition for the merchants and other sellers to the city to make 
because of the delay in payment, and also because of the discount 
which they had to pay in order to obtain cash for their war- 
rants. Under this method of financing there had accumulated 
outstanding warrants to the extent of some $60,000, which rep- 
resented average annual deficits of some $12,000 for the last 
five years. 

Under a new law, the city must pay as it goes, which does 
away with the old warrant method. As the first fruits of this, 
no invoices for supplies are approved with the ten per cent. 
addition, and still further savings in buying will be made as 
systematic conditions are introduced. 

According to the best information available, the accounting 
condition in many of the cities and counties of the central west 
is appalling in its crudeness, and while there is some hope for 
improvement in the cities where a broader spirit prevails through 
occasional contact with the better methods of the business houses, 
not much improvement is to be expected from the more rural 
county organizations. The only help here will probably come 
from legislative enactments which will prescribe forms and 
methods and a complete and regular system of auditing. 
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Treasury Stock 


By Terry SUNLEY, Jr., C. P. A. 


Is treasury stock an asset or a deduction from the capital 
stock issued? How shall it be treated on the balance sheet? 

The accountant is often confronted by these perplexing ques- 
tions. The weight of authority leads him to say it is an asset 
and to treat it so; while on the other hand his client insists that 
if it is outstanding stock it should share in the dividends and 
further that these dividends must be considered an earning of 
an asset of the corporation and so treated. 

Let us inquire into the nature and characteristics of treasury 
stock to determine if possible the best and most logical method 
of treating it on the balance sheet. 

Treasury stock is created in two ways—by purchase and by 
donation. It is purchased by the corporation sometimes to 
enchance the value of the remaining shares because of the in- 
creased proportion of profits these shares would enjoy ; sometimes 
to free the corporation of a dissatisfied investor; sometimes to 
protect a debt due the corporation; and sometimes with the 
expectation of reselling for profit. Treasury stock is usually 
donated to create a working capital or to enable the corporation 
to sell the shares at a discount without burdening the stock- 
holder with liability to the creditor for such discount—or perhaps 
both. 

The law views treasury stock in various ways. In England 
it is well established that a corporation cannot acquire its own 
stock. Cook on Corporations presents this rule in reference to 
the law in our country: “The federal court has said it is a 
mooted question in this country whether a corporation may pur- 
chase shares of its own stock. Many states forbid it. In the 
absence of a charter prohibition or a statute forbidding it, there 
is no reason why the stock should not be purchased, at least 
with the profits derived from the business of the corporation, 
where all the stockholders assent thereto.” And, further, “A 
corporation may take its own stock by way of gift or bequest.” 
No doubt where the purchase of own stock is not expressly for- 
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Treasury Stock 


bidden the law would endeavor to establish if possible the animus 
underlying the action and certainly if the stock were purchased 
to repay the stockholder at the expense of the creditors the 
transaction would be held illegal. 

But the accountant may be called upon to determine the 
handling of treasury stock the existence of which is possibly 
illegal. It is scarcely within the scope of the accountant’s author- 
ity to declare that treasury stock whose creation appears illegal 
shall be canceled. It is sufficient that he direct attention in his 
report to the fact that it may be so. While the act may be 
ultra vires its legality may never be questioned, and the account- 
ant must classify and determine the nature of this stock to pre- 
sent it in his statement of the concern’s affairs without basing 
his decision entirely upon legal reasoning. 

Having, then, very briefly reviewed its creation and legal 
status, let us endeavor to determine its characteristics and to 
classify it for accounting uses. We are told that treasury stock 
is not unissued stock, but is capital stock outstanding, except 
that it cannot vote and cannot draw dividends: we are tuld that 
it is not alone the right to issue stock, but that it has become 
a commodity the subject of sale if desired. We show it on our 
left hand as an asset; we include it on our right hand as capi- 
tal. Is it, then, very similar to capital stock outstanding? The 
characteristics of capital stock outstanding may be summed up 
as follows: 

1. A membership in the corporation and, in most cases, the right to 

2. Ps ane in the profits and the distribution thereof. 

3. A share in the assets upon liquidation. 

Has treasury stock any of these characteristics? It does not 
carry with it a membership in the corporation, for the holder, 
the corporation, cannot become a member of itself. It cannot 
vote, for the only manner in which it could vote would be to 
distribute its vote pro rata among the stockholders which would 
not alter the proportionate voting value of each share. It can- 
not share in the profits and dividends for should we permit it 
to draw a dividend we would then have to include this divi- 
dend among the profits of the company as an earning of an 
assets and so on ad infinitum—an evident absurdity. And cer- 
tainly it would not share in the net assets upon liquidation be- 
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cause its share would only again be redistributed among the 
stockholders. 

Let us view it from another standpoint. Capital stock out- 
standing represents the investment, an element of the net worth. 
The purchase of any stock outstanding is a return to the investor 
of his investment and a corresponding decrease of the total in- 
vestment or a decrease of the capital stock outstanding. And 
is not the donation of capital stock more or less of an admission 
of the overstatement of the value of the investment as originally 
stated? For example, A, B, and C, being all the stockholders 
of a corporation, find that they must raise additional working 
capital and so donate stock to the company. In effect they say: 
“Our original investment is not now worth what we said it was— 
unless we have more capital.” Therefore it is worth the original 
amount issued less the additional capital needed, which amount 
is represented by the treasury stock donated. If a surplus had 
been acquired each share would have been worth par plus its 
share of surplus, and a donation is an admission that the assets 
are not worth that amount unless more capital is added. 

This leads us to believe that treasury stock is not capital stock 
outstanding. It has not the characteristics of such stock. Fur- 
ther it appears to be a reduction of the investment or net worth. 

It has been said that unissued stock is nothing but the right 
to issue stock for value. What else has the corporation bought, 
when it purchases its own stock, but this right? What else has 
been given but this right when its own stock is donated? The 
certificates are only evidence of right to membership and partici- 
pation in the corporation, and surely a corporation cannot pur- 
chase a membership and participation in itself. I have never 
seen it argued that treasury stock was entitled to any such 
participation. It is by nature unissued stock—stock that was 
once issued but now is unissued—the right to issue as much 
stock as has been acquired and only this right. 

Let the accountant refrain from passing on the legality of 
treasury stock. This is a question for the corporation’s attorneys. 
If the accountant includes it among the assets on the balance 
sheet he says: “This is an asset and may be sold”—placing 
himself in the position of declaring that it is of legal existence 
and may be reissued. How much better for him to declare only 
that which has happened—the state has authorized so much stock 
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Treasury Stock 


to be issued; deduct what has not been issued; we have left 
what has been issued; deduct what has been returned to the cor- 
poration, and we have left what is outstanding and entitled to 
membership according to the corporation’s records. If the out- 
standing capital stock includes treasury stock that has been re- 
issued, we are correct in declaring that it is outstanding accord- 
ing to the records, even though its issue is illegal. If any doubt 
exists as to the legality of such stock, the accountant will have 
fulfilled his duty by directing attention to this fact in his report. 

The argument advanced to support the treatment of treasury 
stock as an asset on the balance sheet is that it has been issued 
and has acquired a monetary value, and legal opinion appears 
to support this view. 

In the case of Ralston v. Bank of California (112 Cal. 208) 
the court stated: “When a corporation buys shares of its own 
capital stock, the capital stock is not reduced by that amount— 
inasmuch as the stock so purchased may be reissued.” And in 
the case of Pabst v. Goodrich (113 N. W. Rep. 398 Wis. 1907) : 
“A solvent corporation may purchase its own stock and keep 
it alive and treat it as an asset.” 

In considering these opinions let us keep distinct three divi- 
sions of capital stock—capital stock authorized, capital stock 
issued and capital stock outstanding. It is the latter which the 
accountant wishes to show on the balance sheet, for it is that 
portion of net worth which represents the amount of the original 
investment still in the business. He may show (and it is desir- 
able to do so) both the authorized and issued capital stock, if 
the issued is not the same as the outstanding, but it is the out- 
standing that is most vital as an element of the net worth. 

In the case of Ralston v. Bank of California the court most 
probably had in mind authorized capital stock for he says “in- 
asmuch as the stock may be reissued.” In other words, the 
total right to issue granted by the state or authorized capital 
stock, composed of stock outstanding and stock which may be 
issued, is not affected by the creation of treasury stock for it 
becomes stock which may be issued. 

The court states in Pabst v. Goodrich that treasury stock 
may be treated as an asset. Certainly it is legal so to treat it if 
its creation is legal. The court does not say that it must be 
treated as an asset but that it may be so treated if desired. But 
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I do not think it desirable for the accountant to treat it as an 
asset on the balance sheet. 

In considering the fact that it has acquired a monetary value 
let us go back to our first division of treasury stock and con- 
sider, first, treasury stock created by donation and, second, treas- 
ury stock created by purchase. Reverting to our example of 
A, B, and C who needed more capital, we see that it is doubtful 
if treasury stock created by donation has ever acquired a mone- 
tary value. At least it is more conservative to view it as an ad- 
mission of the inadequacy of the present investment. When 
capital stock outstanding is purchased the corporation does, in 
fact, return the original investment; so that in so far as the 
balance sheet is concerned the item has been extinguished, almost 
the same as an account payable. The corporation has purchased 
from the stockholder his membership in the corporation, and this 
right becomes in the hands of the corporation the right to issue 
a new membership. 

In considering this transaction as a return of the original 
investment we come to the question of premium and discount on 
capital stock purchased by the corporation. In purchasing the 
stock, many influences may determine the price which is to be 
paid. The desire of the stockholder to dispose of his shares and 
the desire of the corporation to buy them measure the price in 
a large part. As a general proposition if the concern is making 
profit and the outlook for the future is good the stockholder 
will not be so anxious to sell as the corporation will be to buy. 
On the other hand, the profits although large may not be available 
for dividends, or while there are no profits at present, the future 
may be promising, but the stockholder needing immediate return 
on his investment may be anxious to sell. Or again, for private 
reasons the stockholder may need the use of his investment and 
wish to sell while the corporation does not wish the shares offered 
on the open market. 

The accountant can hardly expect to be able to determine the 
exact causes that influence the price. However, he may reason- 
ably expect that a premium represents that portion of the sur- 
plus to which the shares would be entitled, together with a cer- 
tain compensation which represents the present worth and chance 
of future profit, and that a discount represents that portion of 
the deficit for which the shares would be compelled to suffer 
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Treasury Stock 


together with the present worth and chance of future profit. So 
it might be well for the accountant to study the balance sheet at 
the time of the sale to satisfy himself as to the nature of the 
premium or discount, whether it is return of surplus (a share 
of deficit) or a compensation to the stockholder (or the corpora- 
tion) to offset the present worth and chance of future gain (or 
loss). If any portion of it appears to be connected with the 
surplus or deficit, surely that portion should be transferred to 
that account at once. If any portion of it appears to be con- 
nected with the worth and chance of future profits, that portion 
should be established in a separate account and amortized over 
a period of years. 

Considering it from every side, the writer feels that the ac- 
countant will be better able to defend his viewpoint if he elects 
to show treasury stock as a deduction from the capital stock is- 
sued, which will leave the capital stock actually outstanding, 
rather than to show it as an asset and on the other side the capi- 
tal stock issued, which will not be the actual capital stock out- 
standing. 
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The Designing of Accounting Systems 
By E. Etmer Straus, C. P. A. 


The same suit will not fit every individual nor will any pre- 
scribed set of records or accounts meet the needs of every busi- 
ness—or even the requirements of all establishments conducting 
similar businesses. It is not surprising, therefore, that pur- 
chasers of ready-made accounting systems usually find that they 
have made poor investments. Such systems almost invariably 
require that changes be made in the business methods to suit the 
records, as the latter cannot be expected to allow for all the 
diversified local conditions which are peculiar to each establish- 
ment. 

Businesses differ widely in nature. The methods in use in 
different and even in similar businesses and the physical condi- 
tions under which they are carried on also vary greatly. Con- 
sequently, adequately designed accounting systems must differ 
widely in detail, but the necessary preliminary studies of the 
physical conditions and the planning of the records can usually 
be conducted along the same general lines. This article is writ- 
ten with the thought that a general description of methods which 
have been found helpful in the designing of accounting systems 
may be of assistance to fellow public accountants and at the 
same time interesting to some of those many business men who 
are not acquainted with the great amount of necessary analytical 
study and detail work which underlie the designing of a good 
accounting system, and who have little realization of the skill 
and foresight necessary thereto. 

AN ACCOUNTING SYSTEM IS 
a coordinated set of records designed to show in detail the 
physical and financial transactions of a business, as they take 
place, and to combine or summarize such data in appropriate 
groups or classifications, so as to give the management reliable 
information as to the current operations and the resulting 
physical and financial condition of the business. 


A PRELIMINARY STUDY 


of the physical operations and conditions of a client’s business 
and of any records which may already be in use should first be 
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The Designing of Accounting Systems 


made. Without definite knowledge of the nature of the physical 
operations and the conditions under which transactions must be 
recorded it is absolutely impossible to design a satisfactory 
accounting system. 

The importance of making the preliminary study in a sys- 
tematic and thorough manner, rather than in a haphazard and 
overbearing fashion, will be appreciated, when it is borne in 
mind that the first impression made on the personnel of a client’s 
organization either inspires confidence or stirs up opposition. 
Of course, there are still plants where prejudice against all ac- 
counting records is so strong that opposition, secret or open, will 
be the reward of even the ablest and most diplomatic accountant. 
Happily, such cases are becoming fewer because of “conversion” 
forced by competition. 

Great aids to planning a systematic preliminary study are an 
examination of recent financial statements, a talk with the prin- 
cipal executives, a scrutiny of the client’s sales catalogue, a physi- 
cal examination of some of the product and a walk through the 
establishment—all of which will give the accountant a good per- 
spective view of the business for which he proposes to design a 
system. 

During this study notes should be made of the important 
methods of physically transacting the business and of their ef- 
fect upon the finances of the client; also of the nature of the 
various classes of income and expenses, and their relative impor- 
tance to the business as a whole. Special note should, of course, 
be made of any apparent opportunities for loss through waste, 
neglect or fraud. 

An inspection of past records will be of assistance in deter- 
mining the weak points therein, and the contact with officials, 
department heads and more important employees should enable 
the accountant to ascertain their limitations, to some extent at 
least, and to form some idea as to their adaptability to improved 
methods and systematic records. 


A BUSINESS MUST BE VISUALIZED 


in a comprehensive manner, before the actual systematizing work 
is begun, as it should be borne in mind that details are desirable 
only to the extent that the information furnished will be of help 
in economical administration. 
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The accountant should, after making the preliminary study, 
prepare (a) a statement of the separate activities or operating 
units of the business, and (b) a classified schedule of the detailed 
items entering into the financial transactions or results, such as 
the items of income, assets, expenses and liabilities. This 
schedule should also show any provision which may be desirable 
for recording physical data, such as weights or quantities of 
materials purchased, materials used and product manufactured 
and sold. In many businesses, such data is just as vital as the 
financial information. 

The division of physical operations into activities, or depart- 
ments, is possible in practically every instance. Careful depart- 
mentalization increases in importance with the size of a business. 
Without an orderly division of a business into departments and a 
knowledge of the relation of each department to the others and 
to the business as a whole no accounting system can be satisfac- 
torily designed, and duplication of physical work and records are 
likely to occur, with, of course, their incidental needless expense. 
It should be borne in mind that the departmentalizing of a 
business need not be followed by the addition of a separate officer 
and staff of employees for each department. It is often the case, 
in businesses of moderate size, that two or more departments can 
be efficiently controlled by one employee. 

The suggested statement of activities or operating units and 
the classified schedule of financial items should enable the ac- 
countant to visualize the business in a broad and comprehensive 
manner and will serve to condense the previously accumulated 
data, so that he will have a more definite knowledge of the prin- 
cipal items, for the handling and recording of which the system 
must provide. 


THE FUTURE HANDLING AND RECORDING 


of raw materials, supplies and products, in all phases, should 
next be considered (in connection with data covering the past 
methods) and established. Obviously, an analysis of each depart- 
ment’s operations must be made, and the methods and records to 
be used therein must be given separate study. The preparation of 
a condensed schedule of the operations in each department, the 
class and number of employees required to perform each, and 
the nature of the productive and expense materials used in each 
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and the extent to which data thereof are desired will be found 
indispensable. 

Graphic charts for each department showing the future 
methods of handling materials and product and of recording 
data connected therewith should next be prepared. 

Such charts can be a great help or a positive hindrance in 
systematizing. Large complex charts are rarely understood by 
laymen, but simple ones, showing each codrdinate series of trans- 
actions as a separate unit, can be readily followed. 

These charts will be of great assistance in the subsequent 
detailed designing of the various records. 


TENTATIVE FORMS OF FINANCIAL STATEMENTS 


should next be prepared. These statements, for the average 
business, should include at least a balance sheet and income and 
expense statements for the business as a whole and operating 
statements for each department. From the knowledge previously 
gained and the schedules prepared the classifications (or ac- 
counts) into which it is desired to record the various transac- 
tions should be decided, and such classifications should be used 
in these statements. 

It has often been contended that the detailed forms for the 
underlying records should first be designed. In practice, the 
writer has found tentative forms of financial statements to be of 
great assistance in designing the detailed records, as the relation 
of the subsidiary data to this temporary exhibit of the desired 
form of the final results was thus always in mind. 

The planning of controlling accounts for the general books of 
account will require consideration at this point, and this must be 
done before subsidiary records are designed. The general ledger 
control of accounts receivable, materials (raw, in process or fin- 
ished), labor, accounts payable and of other groups of detailed 
accounts has become a modern accounting necessity. 


THE FORM OF EACH RECORD 


should then be designed. With the departmentalized statement 
of activities, the graphic charts covering the handling of mate- 
rials and product and the tentative forms of financial statements 
at hand, each activity should be given separate consideration, 
and records should be devised to classify and summarize such 
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detailed data as may be necessary to produce the desired finan- 
cial statements, or to present helpful data to department heads as 
operating guides. Of course, the forms covering the various 
operations of one department may be changed later, so as to give 
additional information which will be of use in another depart- 
ment. On this account, and also because of the desirability of 
giving consecutive numbers to some of the forms, the printing of 
forms should be deferred, if possible, until the designing of the 
entire system has been completed. 

It is impracticable to give any rule or suggest any set method 
for designing these detailed forms. At this point the accounting 
knowledge, imagination, originality, resourcefulness, foresight, 
experience and “business horse-sense” of the individual account- 
ant will be apparent. From the preliminary study, the analysis 
of the departmental activities, the condensed schedule of opera- 
tions and the graphic charts covering the handling of materials 
and product and recording of data connected therewith, sufficient 
knowledge of the business methods and conditions wiil have been 
obtained to enable the accountant finally to decide upon the data 
which should be gathered. The tentative forms of financial 
statements will be constant reminders of the form in which ulti- 
mate results are desired. 

The forms would, of course, be varied. The direct and final 
use of data, once recorded, without recopying in different depart- 
ments or records, is desirable, and the provision for endless sta- 
tistics which “might prove valuable” but are not at the time 
actually necessary should be avoided. Too often the expense of 
getting such statistics is not justified by the little use made of 
them a few months after the system has ceased to be new. 

It must be remembered, however, that there is a point to 
which original data simply must be available. In plants where 
manufacturing has been conducted without regard to cost data 
opposition may be encountered, where attempts are made in the 
factory to gather proper or sufficient data covering labor, mate- 
rial and product and intelligently to control them through gen- 
eral ledger accounts. Great patience is mecessary in dealing 
with such situations, and in some cases the accountant must 
insist upon proceeding along predetermined lines and trust to the 
future to justify his ideas. 

At this point, consideration must be given to the various 
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physical forms of records and to the use of labor saving devices. 
These include loose-leaf books, colored papers, manifolding 
records, varieties of indices, and filing methods, card records, 
billing, posting, sorting and tabulating machines, etc. Considera- 
tion should be given to the use of columnar books for the purpose 
of providing statistical information, without added clerical labor, 
at the same time that data is prepared for use in the general 
books of account. Columnar records will be absolutely neces- 
sary if any controlling accounts are kept in the general ledger. 
Consecutive or other methods of numbering should also be pro- 
vided for important records such as cheques, receipts, charge 
and cash sales slips, incoming and manufacturing orders and 
various factory and internal office reports. The geographical or 
other arrangement of specific records for facilitating reference 
or gathering additional statistical data from time to time will 
also require thought when designing the individual records. 

While designing the detailed forms, advantage should be 
taken, wherever practical, of the forms of the records already in 
use, as the client’s familiarity therewith will facilitate the opera- 
tion of the new or revised system, 


GENERAL LEDGER ACCOUNTS AND FINAL STATEMENTS 


can now be prepared in final form. As tentative accounts and 
forms will have been previously outlined, and changes therein 
will have been made at the time of designing the individual 
records, the decision upon the titles of the general ledger accounts 
and the forms of the final statements will not require much addi- 
tional attention. 

The use of controlling accounts in the general ledger will 
be found helpful, as it should be the aim of the accountant to 
have as few general accounts as possible. It is important, how- 
ever, that separate accounts be provided for each class of asset, 
liability, income or expense. 

Subsidiary ledgers, accounts and statements should be pro- 
vided only where the detailed data will be of actual current value 
in operating the business or in furnishing desirable information 
as to financial condition. Such subsidiary records will be neces- 
sary, at least for branch accounts, production and manufacturing 
stores, work in progress, accounts and notes receivable and pay- 
able and some classes of property accounts. 


435 


The Journal of Accountancy 


The statements should include a balance sheet, a general 
income and expense statement and such departmentalized ex- 
pense or manufacturing statements as the individual requirements 
of each business may dictate. It is in these statements that com- 
binations of physical statistics (such as weights and quantities) 
with financial data may be advantageously used. 


OUTLINES OF INSTRUCTIONS 


should be prepared, which will show in concise form (under 
captions for each record) the origin of the data required, the 
method of entering and summarizing it, and the use to be made 
of the periodical totals. It is also desirable that the instructions 
covering the general books of account include schedules of im- 
portant entries which should be made monthly or annually. In 
many instances it has been found desirable in the case of loose- 
leaf forms to show the routing of the forms and detailed instruc- 
tions on the margin of the forms themselves. 


THE PERSONAL ORGANIZATION 


of a business is a matter for separate study. The brief statement 
may be made, however, that without a properly organized and in- 
structed staff and the willing codperation of the executives and 
department heads even the best system has little value. It will, 
therefore, be necessary for the accountant in connection with the 
client to decide upon an arrangement of the office organization 
and a division of the duties which will enable the preparation of 
schedules for each department showing the records to be kept, 
the individual employees who are responsible therefor and the 
reports which should be prepared therefrom. 


COST SYSTEMS 


While it is not intended that this article cover specifically the 
designing of cost systems, a brief reference thereto will be in 
order. The designing of a cost system would involve a separate 
study of the physical conditions and operations in the factory 
for which it is to be installed, but the same general procedure 
as that hereinbefore outlined for the designing of a general 
accounting system can be used. 

The vital difference between a system of cost accounts and a 
general accounting system is that in a cost system the desired 
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result is to show the entire cost of one job, manufactured article 
or other specific unit of production, whereas in a general ac- 
counting system it is desired to show the total financial results 
of a business. 

Cost accounts should be designed to show the results in at 
least the following group of accounts: 

Direct costs of product: Material 
Labor 
Expense 
Departmental burden: 
(apportioned to the 
product of each de- 
partment upon prede- 
termined bases) : Supplies 
Labor 
Expense 
General factory burden: 
(apportioned to the 
product of the entire 
factory upon prede- 
termined bases) : Supplies 
- Salaries and wages 
Expense 

Of course, there are no limitations to the number of sub- 
accounts which may be kept to analyze the costs entering into 
each of the above groups. 

Numerous combinations of physical statistics (hours of labor 
and quantities of materials and product) with the financial data 
may be made to show the cost of product, in each operation, 
at many different stages 0: manufacture or as a completed unit. 
Various combinations of physical statistics, without the use of 
the financial data, may also be made to show the degrees of 
efficiency of labor or of economy in the use of materials and 
supplies. 

Finally, it should be borne in mind that the general account- 
ing system should control, under appropriate classifications, the 
detailed data entered currently in the cost accounts; otherwise, 
there will be no check upon the completeness or correctness of 
the cost data, and the practically certain outcome will be an un- 
satisfactory difference between the periodical results indicated 
by a study of the cost figures and the actual financial results 


shown by the general accounts. 
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What Is a Certified Public Accountant? 
By P. Musaus, C. P.A. 


Accounting is a general term which comprehends bookkeep- 
ing, auditing, system building, etc., just as mathematics is a gen- 
eral term embracing arithmetic, algebra, geometry, trigonometry, 
etc. The word is used by many as synonymous with book- 
keeping. This use is incorrect. 

The popular conception of the meaning attaching to the 
terms bookkeeper, auditor and accountant is vague. A _busi- 
ness man calls a person who keeps his books the “bookkeeper,” 
and that is correct; but sometimes the same personage is dubbed 
“our accountant” or “auditor” and then the use of the term is 
usually far from correct. 

In the most general sense an accountant is a person skilled in 
accounts. Used thus the term is synonymous with bookkeeper. 
When, however, the terms bookkeeper, auditor and accountant 
are used with precision, there is a marked difference in meaning, 
based upon the degree of skill employed. 

A bookkeeper is a person who possesses a thorough know- 
ledge of the principles of double entry bookkeeping, office routine, 
and kindred commercial subjects, and is capable of conducting 
properly a set of books for any business, after becoming familiar 
with the workings of the system in use. 

An auditor is a bookkeeper who, in addition to the usual 
bookkeeping knowledge, has acquired a thorough knowledge of 
auditing in theory and practice, and who is capable of conduct- 
ing special investigations of accounting records of every nature. 
He requires a much more elaborate academic and commercial 
education than a bookkeeper and must be practical and thorough 
in whatever he undertakes. He must be able to compile a report 
setting forth the result of his examination and comments thereon 
in clear and proper form. 

An accountant in addition to being an auditor must be skilled 
as a designer of accounting systems, well versed in business or- 
ganization and administration, and capable of devising and in- 
stalling a system of accounts that exactly meets the requirements 
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of a particular business, whether it be a bank, a mercantile or 
manufacturing establishment, or some other form of industrial 
enterprise. 

A designer of accounting systems, to be thoroughly success- 
ful, must be familiar with auditing requirements, else how can 
he design a system capable of being readily audited? The auditor 
fully understands what a system of accounts should reflect, but 
he need not necessarily be a systematizer in order to be a compe- 
tent auditor. The accountant must, however, be a practical 
auditor. This is more clearly understood when one considers 
that the system the accountant designs is a vehicle for convey- 
ing to the management, through the auditor, in the most eco- 
nomical and practical manner possible, the exact results of the 
business, properly classified, and the condition of affairs at the 
close of each month, quarter or half-year, as the case may be. 

The work of the bookkeeper is largely routine. The work 
of the auditor is inspective and critical. The work of the 
accountant may embody the work of both the bookkeeper and 
the auditor, but in addition it is largely creative. The ac- 
countant must therefore be a bookkeeper, an auditor, and a 
designer of accounting systems. 

There are comparatively few accountants, as such, in this 
country. The requirements are great, calling for a number of 
inherent qualities, such as an inventive mind, power of concen- 
tration, adaptability to practical conditions, and ability for clear 
and logical expression, diplomacy, dignity, etc. 

The combinations of capital, in recent years, and the con- 
solidation of corporations resulting in the formation of vast en- 
terprises requiring complex systems of accounts have created a 
demand on the part of the captains of industry and through 
them by the ordinary business public for a higher standard of 
bookkeeping than was known to our fathers, and a desire for 
scientific systems whereby graphic and intelligent records of 
facts may be assembled, and by logical processes reduced to 
readable form. 

It is only within the last fifty years that scientific accounting 
has reached any considerable degree of proficiency and within 
perhaps the last five years it has made wonderful progress. It 
has been impossible for the ordinary bookkeeper, or so-called ac- 
.countant, in addition to his regular routine of duties, to keep pace 
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with the advances of his profession and there has arisen a class 
of accountants whe have made a special study of so-called ad- 
vanced accounting and have established themselves as account- 
ants at the service of the public, or public accountants and 
auditors. 

The profession is not yet well enough known to the general 
public to enable a prospective client to discriminate in every case 
between the qualified and the unqualified accountant. Happily 
this condition is improving daily, and it will not be very long 
before the properly trained practitioner will be preferred to the 
one who has neither the capacity nor the skill to undertake ac- 
counting work of any importance. The public point of view at 
the present time was well expressed by Frank W. Main, C. P. A., 
in the Saturday Evening Post. He says: 


That there is much confusion in the popular mind as to the real work 
of the accountant and as to the very important service which he is 
rendering in the business world is not at all surprising. 

Jobless bookkeepers without number, auditors of individual companies 
—seeing other fields of advancement closed—and cost clerks, certain that 
their grasp of the one particular business with which they are familiar 
has given them a grasp of all businesses and a knowledge of all manu- 
facturing problems, have started out in the professional field as full 
fledged auditors, accountants, systematizers, and business experts, when, 
if experienced at all, their experience is confined to but one limited busi- 
ness. In some cases, at least, these auditors have about the same right 
to be known as professional accountants as a hospital orderly would have 
to palm himself off as a skilled physician. 

The initial work which usually falls to the lot of the self-styled 
accountant on his first incursion into the professional field is usually in a 
line of business somewhat of the same nature as the one he has recently 
left. With the nerve which was necessary to start out for himself, and 
with his practical experience in that particular line, he is often able to 
render valuable service to his client. As time goes on, however, and his 
business is extended into other lines, his difficulties increase; for uncon- 
sciously the effort is made to conform all business to the methods and 
the systems of the one concern with which he was most familiar. As a 
result, ludicrous situations usually arise and the usual experience is that 
after heroic efforts of a few years he is glad to accept some permanent 
position at an assured salary with an established concern. 

In his trail, however, are usually left scores of business men with 
the well-grounded belief that their own bookkeepers know all that any 
professional accountant does, and with the conviction that the paying to 
the accountant of the fees which he demands is only foolishness, as they 
are certain that the same services can be as well rendered by their own 
employees. 


The majority of public accountants find themselves mainly 
employed in the analytical or auditing branch of accountancy 
for corporations, firms and individuals and as auditors they are 
perhaps best known. 
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The majority of books of accounts do not represent the true 
financial position of their respective concerns, nor do they cor- 
rectly show the current operations as they occur from day to 
day. Therefore the aucitor should have such technical knowledge 
as will enable him to recognize and criticize accounts from a con- 
structive point of view. 

It is not enough that accounts are honest; in order to be cor- 
rect they must include intelligent groupings of all cost and reve- 
nue factors and they must indicate the true relations between the 
various groups. 

Far greater harm results from unintelligent than from dis- 
honest accounting. In practical affairs unintelligent accounting 
is the rule; dishonest accounting the exception. The effort to 
displace both of these forms of incorrect accounting by the 
adoption of scientific accounting meets with greater resistance 
from those who know their accounts are honestly kept than from 
those who know they are not keeping their accounts honestly. 
The normal man can be more easily persuaded that he should 
keep his accounts honestly than he can be brought to understand 
that it is not necessary for him to be dishonest in order to be 
entirely wrong. 

Charges of dishonesty are more frequently based on conclu- 
sions drawn from, or on the results of a policy guided by, unin- 
telligent accounting than upon dishonest entries showing receipts 
and disbursements. 

Scientific accounting safeguards honesty. It prevents dis- 
honesty. 

Losses caused by ignorance are enormously greater than 
losses caused by dishonesty. 

Correct accounts are not necessarily complicated accounts. 
All depends upon the ability and experience of the designer and, 
as with all professional work, the greater the skill the greater 
the simplicity. 

The fact that a system is in use by a successful business does 
not prove that the system is a good one. The business, as is 
frequently the case, may have succeeded in spite of the defects 
of its accounting methods. Incompetent accounting is the cause 
of more failures than all other causes combined. It gives incor- 
rect information as to the cost of living, products and service, 
which leads to the acceptance of insufficient compensation, a 
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course that must result in failure with a certainty from which 
there is no escape. No one can pay three dollars and sell for 
two dollars without impairing his capital. If he makes the trans- 
action often enough, his entire capital will be exhausted; his 
failure will be announced. 

Incompetent accounting is the cause of retarded economic 
development. It fails to show where economies may be effected 
that will enhance profits or give advantages in meeting compe- 
tition. 

There is not a person, nor a combination of persons, from a 
day laborer to the federal government, who cannot make an 
economic gain by employing a competent accountant to group 
his items of receipts and disbursements in a way to enable him 
to economize, where he can get better economic results from his 
efforts, and a profit over the true entire cost of his living, or of 
the products or services he sells. Here, more surely than any- 
where else, can the fact be demonstrated that money expended 
for correct education, correct accounting, is put to its highest 
economic use. 

Accounts are merely the written expression of every-day 
commercial transactions. The written records, in order to be of 
real value, must be constructed along scientific lines and, in order 
to accomplish this, there must be a lively appreciation on the 
part of the accountant of the vital connection between the trans- 
actions themselves and the written records thereof. 

The average business man has been trained from boyhood to 
read facts and figures from continuous printed pages. Probably 
the majority of business men have been shown trial balances 
from their books which mean nothing to them except thaf part 
which contains the accounts receivable and payable, and this 
applies to the usual monthly balance as well as to the one made 
after closing the books. A balance sheet in conventional form is 
perfectly clear to the eye trained to read and understand it and 
is as concise and satisfactory an exhibit as could be desired for 
the person who understands figures; but thousands of business 
men frankly acknowledge that they do not grasp the full import 
of a financial statement in the accepted form. 

At this point the accountant or auditor is perhaps most valu- 
able. Where the man entitled to know all the facts contained in 
these balance sheets cannot or will not understand this method 
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of presentation it is the duty of the accountant to try another 
form and keep on trying until the results of his business become 
as interesting reading to the client as the daily trade reports. 
Where the accountant possesses a broad vision and has the ad- 
vantage of long and varied experience, the result is often a reve- 
lation to the business man. He finds the value received so 
greatly exceeds the cost of the service that the relation becomes 
a continuing one. 

In what might be called the formative days of auditing, stu- 
dents were taught that the chief objects of an audit were: 

1, The detection or prevention of fraud; 

2, The detection or prevention of errors; 
but in recent years there has been a decided change in the demand 
and in the service. That is to say, the financial and business men 
who originally retained professional auditors to look for fraud 
or errors have enlarged their demands and now require a vastly 
broader and more important class of work which those auditors 
who have advanced in skill and knowledge have been able to 
understand and perform. We must therefore relegate the former 
“chief objects” to a subordinate position without in any way 
depreciating their importance. The relative position of the 
present-day purposes are: 

1, To ascertain the actual financial condition and earnings 
of an enterprise for 


a, Its proprietors (partners or stockholders) ; 

b, Its executives (managers, officers or directors); 

c, Bankers or investors who are considering the purchase of securities ; 

d, Bankers who are considering the discounting or purchasing of its 
promissory notes ; 


2, The detection of fraud or errors. 
The results secured by auditors are required for the following, 
among other purposes : 


a, In order that bond and stock holders or other owners may have 
submitted to them at regular intervals a comprehensive, even 
though a condensed, statement of the financial position and the 
net results of the operations of the business in which they have a 
proprietary interest, and that the fairness and accuracy in all 
essential particulars of the statement submitted may be attested 
by means of a certificate or report of a disinterested and competent 
authority. 

b, Upon a proposed sale or incorporation or other change in form or 
management, such as an attempt to bring in additional capital or 
the death of a partner or large stockholder. 
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c, To submit similar statements in more detail to banks and note 
brokers as a basis of credit. 

d, To submit certified statements to the mercantile agencies and to 
other organizations which call for periodical reports. 

e, To ascertain the true causes of fluctuations in profits or expenses. 

f, To state the facts in disputes or litigation, and to investigate the 
causes of bankruptcy for creditors or stockholders. 

g, To prepare state and federal statements to be used as a basis from 
which income and state and county taxes may be computed. 


This is a partial list only of the manifold purposes for which audits 
or investigations are being demanded. 

Among other advantages of an audit an accurate statement 
of affairs will be shown together with a profit and loss account, 
showing how this position was reached. In a vast number of 
cases this statement by the auditor is the first accurate informa- 
tion which the client has ever had as to his own condition. 

Left alone a business man seems to love to fool himself; so 
he goes along year after year overstating his assets, overlooking 
depreciation, and forgetting his liabilities. A correct balance 
sheet made up by a professional auditor brings him sharply to 
time. It will never be known how many enterprises have been 
saved from ultimate failure through the presentation of unwel- 
come facts by an auditor who cannot or will not be influenced 
by former inaccurate statements of condition. 

Statements certified to by a reputable accountant are par- 
ticularly valuable as a basis for bank loans. All leading bank 
managers recognize the assistance rendered to them in the course 
of their business by public accountants, and even if a business 
man is in the happy position of not requiring occasional aid from 
his banker, yet his financial rating is considerably higher if he is 
thoroughly up-to-date in the care of his books and accounts. 

Partnership books should always be adjusted by a profes- 
sional accountant if for no other reason than that he will act 
impartially and comply fully with the articles of copartnership. 
These accounts are peculiarly liable to disturbances by causes 
from which corporations on the whole are exempt. Disputes 
occur as to salaries, division of profits, partners’ overdrawings, 
inattention to business, and many other things which would to a 
large extent be obviated if the books were regularly audited by 
a competent outsider. A partner dies and there is trouble with 
his administrator as to the division and withdrawals of the de- 
cedent’s capital, in many cases resulting in expensive lawsuits 
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and the permanent crippling of the business. A partnership goes 
into bankruptcy, perhaps through misconduct of a trusted part- 
ner. Had a continuous audit been in force the fraud might have 
been nipped in the bud. Again, for the protection of a limited 
or special partner and a silent or dormant partner a periodical 
independent audit is essential. 

In the case of loss by fire a properly authenticated balance 
sheet prepared by a public accountant is a material aid in the ad- 
justment of claims. All business men anticipate the possibility of 
a fire, but few of them consider just how they would collect their 
insurance. During the progress of an audit the auditor will as- 
certain the methods of bookkeeping in force, and whether, in case 
of fire, the records would be properly protected. 

A cashier whose books are audited regularly has little trouble 
in securing a good company to act as security for him; in fact, 
many of the best companies insist, as part of the contract, that 
this be done periodically. 

The elementary or minor objects of an audit are: 
1, The detection of fraud; 


2, The detection of errors, and conversely the prevention of fraud and 
the prevention of errors, particularly of errors of principle. 


The latter, of course, include the moral effect of an audit which 
extends also to that very desirable result of keeping the work of 
the office staff sharply up to date. This might be classed as a 
constructive object. 
The nineteenth century auditor who looked chiefly for fraud 
or errors no doubt served a useful purpose, but his methods now 
illustrate the history rather than the modern practice of auditing. 
The interest of the real proprietors of a business (the stock- 
holders in the case of.a corporation) should be protected in every 
feasible and reasonable manner. 
There have been many instances in which it was demon- 
strated that if periodical statements of the results of operations 
duly certified to by responsib!- auditors has been available, large j 
enterprises would have changea aands in a few days, but such 
statements not being promptly available, the sales were not made. 
In one case the president of a corporation in which he owned 
a controlling interest was offered two and one-half million dollars 
for control, subject to examination by accountants. He accepted. 
When an attempt was made to ascertain the earnings for a period 
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of years it was found that no accurate records had ever been 
kept. Large profits had been realized, but the only reason this 
was known was because the money was in the bank, Physical 
inventories had never been taken and book inventories had not 
been kept. At the time of the proposed purchase the plant was 
operating on an extensive scale but, as no cost records were kept, 
it was impossible to determine the rate of profit on the current 
output. The deal was called off. 

The president complained bitterly. He had paid enormous 
dividends, which he knew had been earned, but no one could 
determine just when they were realized, and the condition of the 
accounts cast suspicion on the whole enterprise. 

Practically all business men look forward to retiring sooner 
or later. It is a kindness to them to indicate how much easier 
and more certain it will be for them to accomplish their purpose 
if they can produce correct certified accounts than to depend 
upon unaudited accounts, which may fail to meet the requirements 
of a prospective purchaser. 

The first qualification of the professional auditor is a thorough 
knowledge of practical accounting, which necessarily embraces 
a complete mastery of bookkeeping. Bookkeeping is so readily 
learned by any one of ordinary intelligence ‘that it is the most 
elementary step in the auditor’s career. 

Accounting, however, is a science, and represents the highest 
development of bookkeeping. It is not an exact science like 
mathematics ; but is an applied or practical science. 

Modern accounting must consider values as well as figures. 
The question of values enters so largely into every statement 
which exhibits the financial condition of a business enterprise 
that in the last analysis a balance sheet is an expression of 
opinion. The accountant as such is not a valuer nor appraiser ; 
neither is he a copyist to transcribe figures from books, and, with- 
out verification, hold them forth as dependable. 

The accountant conducting a general practice must be 
equipped to render service to every variety of business life. 
Without warning his first engagement may cover any one of many 
varieties or classes of accounts—municipal, public service, trad- 
ing, manufacturing, banking, brokerage, insurance, professional, 
executors, institutional and many more. 

The professional auditor must have the benefit of what may 
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be termed the equivalent of a clinic. No one careful of his health 
will consult a doctor who has not had the practical training 
which comes only from direct study of living patients. There- 
fore the auditor must have a broad familiarity with general busi- 
ness customs and methods. 

As a matter of fact, there is only one satisfactory training 
ground and that is the office of a public accountant. In no other 
way is it possible to secure the actual insight into a large number 
of enterprises within a reasonable length of time. 

But it is not enough to see the practical side of business life ; 
there is a vast quantity of general training which can be and 
should be acquired by study, reading and observation. 

The auditor should have a fair knowledge of economic theo- 
ries, labor questious, bonus and profit sharing plans of wages, 
banking principles and foreign exchange. He should study po- 
litical economy and follow the trend of public regulation of 
monopolies and trusts. 

Federal control is a vital issue and the auditor’s duty to him- 
self and the future of his profession requires him to take an in- 
terest in all actual or prospective legislation affecting business 
interests. 

The accountancy student should acquire some knowledge of 
the law; the ideal training of a public accountant includes the 
study of all departments of law, but he should endeavor to master 
the principles of at least the following branches—partnerships, 
contracts, corporations, evidence, surrogate or estate, real and 
personal property. 

In addition to the broadest kind of general training, the 
auditor who would be happy in his profession requires certain 
faculties or talents which are born rather than acquired. 

The analytical faculty is perhaps the most important. In 
many cases serious defalcations have been discovered and gross 
irregularities and extravagances have been disclosed by careful 
analysis of accounts, where a perfunctory audit would not have 
given rise to suspicion. The auditor who does not come naturally 
_ by the analytical faculty must cultivate it assiduously or success 
is impossible. 

In the recent examination of the accounts of a brewery, an 
auditor had nearly completed the verification of the accounts 
without disclosing any hint of dishonesty; he then analyzed all 
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costs and compared them with results. In him the analytical 
faculty was developed to an uncommon degree, for he applied the 
knowledge of chemistry which he had acquired to the costs and 
decided that the results were not correct. A further and more 
detailed verification of the purchases disclosed the fact that the 
head maltster had diverted large quantities of materials to a plant 
owned by himself. 

This, perhaps, is an extreme case, and it may not be reason- 
able to include chemistry among the auditor’s qualifications, but 
it illustrates the value of a wide and liberal education. If the 
fraud had not been discovered, the auditor might have escaped 
censure, but his would not have been an enviable position, and 
the result justified the time involved in his study of chemistry. 

It is not intended to discuss the extent of the auditor’s ele- 
mentary studies, but it is obvious that the most complete course is 
the most desirable one. In other words, his preliminary education 
cannot be too extensive. Literature, languages and history all 
have their value to the professional auditor, as do all subjects 
included in the education of a person of culture. 

No matter how skillful and experienced an auditor may be, 
these qualities alone are insufficient to command the confidence 
of the public. The professional auditor must have a reputation 
for absolute integrity or his clientele will be limited. He must 
have the ability to discover the truth and the courage to proclaim 
it without fear or favor in spite of the many temptations to be 
silent or equivocal. Frequently the telling of a blunt truth will 
be distasteful to the client and may threaten the loss of further 
engagements from the same source, but these instances fortu- 
nately are becoming rare and the auditor who never deviates from 
the truth will never regret it, either from an ethical or financial 
standpoint. 

As has been said by A. Lowes Dickinson : 

The moral qualities called for are so high that it should place the 
profession at the head of all which come into contact with business affairs. 
The lawyer’s duty is first of all to his client, and that duty frequently 
compels him to avail himself of technicalities and other means of enabline 
that client to evade the law and its penalties; but the public accountan: 
has only one duty to his client and to the public, and that is to disclose to 
him or for him, the truth, the whole truth, and nothing but the truth, so 
far as his abilities and special training to that end enable him to ascertain 
it. No legal quibble will save him from moral condemnation if he fails in 


this duty; no juggling with words and phrases will absolve him from re- 
sponsibility, moral and often legal, for results which he has reason to 
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know are not what they seem to be, or which, having regard to his special 
training in business affairs and accounts relating thereto, he ought to have 
known did not represent the facts. Errors there may be, and must be, and 
for errors made after full and proper precaution taken and due care 
exercised no responsibility will lie. But there is no profession in which 
the results of careless errors or misstatements will more certainly bring 
retribution. 


In order in some degree to protect the public against the work 
of incompetent and inexperienced and even at times unreliable, if 
not dishonest, accountants and to insure to the business world 
men approaching the high technical, intellectual and moral 
attainments which I have endeavored to outline, various states 
have enacted accountancy laws providing for the examination of 
public accountants and when found worthy have issued to them 
certificates, certifying to their ability as accountants, permitting 
them to use the title certified public accountant and prohibiting 
all others from so doing, the punishment varying from that for 
a simple misdemeanor to fines of $1000.00 or imprisonment, 
or both. 

The requisites of the applicant for certificates under most 
state regulations provide for an educational qualification, a good 
moral character and in order that his practical as well as theoreti- 
cal knowledge may be assured it is required in most states that he 
shall have had not less than from twe to three years’ practical 
experience in accounting, two years of which shall have been in 
the office of a certified public accountant, thus guaranteeing 
him the varied experience obtainable from no other source. 

The examinations are searching and severe and are real 
examinations in 

(a) Theory of accounts 

(b) Elementary law ~ 

(c) Auditing 

(d) Practical accounting 
and amply testify as to the candidate’s knowledge. Particular 
attention is usually given by the examiners to that portion of the 
examination relating to practical accounting; yet even though 
the applicant should stand well in this branch, should he fail in, 
say, law, or either of the other branches, his certificate would be 
denied him; in other words the candidate must be proficient in 
all branches of his calling in order that he may be competent to 
render the highest degree of service to his prospective clients. 
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Even after receiving his certificate, the certified accountant 
must conduct himself circumspectly and maintain his standard of 
morals and efficiency, as the board of accountancy has power 
to revoke his certificate because of conduct prejudicial to the 
profession, and as an earnest that this is no idle power, and yet 
as speaking for the high standing of the certificate holders, it 
should be noted that accountancy boards have exercised this 
privilege on only about one and one-half per cent of the certifi- 
cates issued. 

It would seem to follow, therefore, that in order for the busi- 
ness man to obtain the best results he should employ certified 
public accountants. Our numbers are necessarily limited. But 
perhaps for that very reason we are more jealous of our reputa- 
tions and are able to serve our clients better. The time has passed 
when service was worth all the traffic would bear regardless of 
results, and our profession now includes a large number of prac- 
titioners who are more interested in doing good work than in 
collecting large fees, or in building up what is known as a large 
volume of business. They have the reward which accrues to 
those who follow the highest ideals, in addition to the pecuniary 
compensation which also accrues to the professional man who 
steadfastly adheres to the ethics of his profession and maintains 
high standards irrespective of present results. 
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EDITORIAL 
Accountants and the Press 


Wherever accountants most do congregate one will hear more 
or less frequent comments on the extraordinary reluctance of the 
newspaper press to do justice to the public accountant and the 
importance of his work. Many reasons have been assigned for 
this undoubted fact, but the principal one seems to be that the 
newspapers are so much afraid of giving a little publicity to a 
comparatively new profession—one that is not supposed to adver- 
tise in the ordinary acceptation of the term—that they go to the 
extreme of doing an injustice, no doubt unconsciously. 

Members of all the older professions are given the most 
generous notices whenever they do anything which has a news 
value, but let the public accountant perform however great a 
service to the community and there is only a remote possibility 
that his name will be mentioned. 

For many years we have considered this undesirable attitude 
of the press as more or less unworthy of attention. During all 
the recent reorganization plans there has been scarcely a mention 
of the fact that the actual work has been done by accountants; 
and even when, in an unguarded moment, the word “accountant” 
may have been used his identity has been almost invariably care- 
fully concealed. 

A rather remarkable instance has recently been brought to our 
attention and in fairness to the accounting profession should be 
noticed. 
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In the Wall Street Journal (New York) of November 5th 
the following sentence occurs: 


As explained at the annual meeting, this is the present New Haven 
board’s position regarding restitution suits:—They, at the suggestion of 
James C. McReynolds, attorney-general of the United States, retained as 
special counsel Moorfield Storey and hired a special accountant. 


Now let us see what were the facts. The following extract is 
from the official report of the meeting of stockholders of the 
New York, New Haven and Hartford Railroad Company held 
at New Haven, Connecticut, October 27, 1915—the meeting con- 
cerning which the above quoted paragraph was written: 

Mr. Arthur T. Hadley spoke in part as follows: 


At the time the new management took up work the question of restitu- 
tion suits was one that had great prominence in the minds of many of us 
—could we get back money from those through whom the stockholders 
had lost?—and I am anxious to tell exactly what was done. First, nearly 
two years ago—in December, 1913—Mr. Richards of Boston and I were 
appointed a committee with Mr. Elliott as president to employ an account- 
ant to look into the history of the road for the ten years preceding, for 
the whole time of the last management, to find when things had really 
been bought and what had really been paid and what had become of the 
money, and to make a statement of the actual situation so that we 
should not be dependent upon the information at second-hand as to 
the exact situation. That task was one of very great magnitude and 
we had an excellent accountant, Mr. of & Co., and 
after some months of employing his whole time we had a record that is 
an accurate financial history of the company so far as the moneys coming 
directly into its hands ood going out of its hands were concerned. Of 
course, what became of certain things after they went out of its hands 
we can have no knowledge. 

Then in the next place we requested Mr. Storey, of Boston, whom 
Mr. McReynolds, then attorney-general, and now of the supreme court, 
recommended as a good man to advise us how to go into things thoroughly 
pil and in a way that would be satisfactory to the government, and whom we 
regarded as an excellent man on our own account, independent of outside 
influences of every kind, and having no connection with the former 
management. We asked him to advise us as to the practicability of bring- 
ing suit in each case that was suggested. . . . . 


It is quite right and proper that Mr. Storey, the lawyer in 
the case, should be given all credit for the things which he did, 
but it would be interesting to know what was responsible for such 
an inversion of narrative as that which we have quoted from the . 
Wall Street Journal. 
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Editorial 


Educating the Public 


Reference has often been made in the editorial and other pages 
of THE JouRNAL oF ACCOUNTANCY to the campaign of education 
which is being conducted by the American Association of Public 
Accountants through its committee on general relations. We are 
informed that the codperation in the movement by state societies 
has been somewhat unsatisfactory and that, although there has 
been a wide distribution of the bulletins prepared by the com- 
mittee in certain states, other state societies (which might with 
advantage undertake the education of the business public) have 
not indicated their intention to do so. 

Various causes contribute to the slow response from state 
societies. In many states there is so little interest in the state 
organization that meetings are seldom held, and it is no uncom- 
mon occurrence to find that even after due notice a quorum cannot 
be obtained. In other states the failure to respond to the sugges- 
tions of the American Association may be due to lack of interest 
on the part of officers of the local societies who should bring the 
matter before the other members. But whatever the cause it is 
of paramount importance that there should be general interest in 
the work which the committee is doing. No one who stops to 
consider the matter would deny that there is need for such a 
campaign of education as the committee on general relations has 
begun and expects to continue. The necessity may not be so self- 
evident in the larger cities as it is in more remote districts but 
in all parts of the country there is a lamentable lack of accurate 
knowledge as to what modern public accounting is and what it 
can do. Members of the American Association have a responsi- 
bility resting upon them to further in every legitimate way the 
education of the public and no method which has been suggested 
excels that adopted by the committee on general relations. 

The importance of codperative effort on the part of state 
societies and individual members is forcibly expressed in a letter 
which we have received from the chairman of the committee on 
general relations, Mr. Edward L. Suffern. We are glad to publish 
and endorse Mr. Suffern’s letter. 

The result of the work of the committee on relations as embodied in 


the two bulletins which have already been issued by the association is of 
great interest to me. 
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The criticism has been made frequently that the American Association 
as an organization has not contributed in a recognizable measure to the 
progress of accountancy. I do not myself share in such belief, but I am 
aware that the visible evidences of the association’s efforts may not be 
as apparent to others as they are to me. 

The work of the association in preparing and publishing these bulletins 
provides the very best means I know of educating special classes of people 
in the work of accountancy, and if these bulletins should be widely 
distributed I believe that beneficial results would accrue to a large number 
of accountants, who would gain more through this method of publicity 
than through any other. 

The main difficulty, so far as I can see it, which hinders the success of 
this particular effort lies in the fact that the societies as such, rather than 
the individual members of the societies, must encourage and codperate in 
the distribution of the bulletins which have been prepared and of those 
which may follow. I believe that this is as it should be and that the 
bulletins should be distributed by the association to such individuals as the 
various societies may designate; but to my mind the handicap to this lies 
in the fact that the matter has not been brought to the attention of the 
societies in such a manner as to excite the interest of the members. This 
often may have arisen from the fact that many of the societies hold very 
infrequent meetings and that, therefore, the members have not become 
acquainted with what this committee has been doing or what it purposes 
doing. Do you not think, therefore, that it might be suggested, advan- 
tageously, to the members of our organization that individual members 
of the different societies might, without further writing, communicate to 
the secretaries of their respective societies their own disposition toward 
the circulation of this literature? In this case it seems to me it would 
not be necessary to wait for stated meetings at which to express such an 
opinion but that it could be conveyed to the secretary by letter, and if a 
sufficient number of the members of any society should express such views 
the secretary might act in precisely the same way as if definite action 
had been taken at a regular meeting. 

In order that this might be accomplished might it not be well again to 
call the attention of the members of the association to these bulletins 
through THe JourNAL or ACCOUNTANCY? 

The committee is anxious to go on with this work, as you know, and 
we believe the subject matter of the contemplated bulletins will be found 
to be of as much interest and importance to accountancy as those which 
have already been issued, but unless the members of our association intend 
to codperate with the committee there is not much encouragement for it to 
go ahead. 

I am writing this entirely of my own motion but I am inclined to 
think that the other members of the committee will agree with me in my 
general proposition. 
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Editorial 


Eloquent Possibilities of Advertising 


Some of the most amazing advertising which a long suffering 
world is called upon to endure is that which is prepared and cir- 
culated either in letters or through the press by some of the 
firms and corporations professing to practise accounting. Unfor- 
tunately there seems to be no way in which to check the activities 
of some of the advertisers inasmuch as they are not members of 
the American Association and in most cases are not even certified 
public accountants. ; 

We have before us a circular letter signed by an audit com- 
pany with offices in New York which seems to us worthy of wider 
distribution than it may have had, and accordingly we present it 
in all its ethical and grammatical beauty to our readers—omitting 
only the name of the company lest this undue notoriety should be 
unacceptable to it. 


WHY NOT CUT YOUR ACCOUNTING FEES? 


No doubt you require the services of an accountant at least once or 
twice a year? 

In all probability you are paying from fifteen to forty per cent more 
for the services rendered than it is worth. We are in a position to cut 
your accounting bills from fifteen to forty per cent, guaranteeing the 
service that we will render to be the equal if not surpass what you are 
now paying a higher price for. 

We have men who devote their entire time to their special work which 
is divided as follows: 


BANKING, INSURANCE, CORPORATION, COST AND PUBLIC UTILITIES 


On our staff we have experienced certified public and chartered account- 
ants as well as insurance and bank examiners. We are prepared to serve 
you in any part of the United States, Canada or Europe. 

Correspondence invited. Consultation without expense. 


Such advertisements as this should be of immense assistance 
in the establishment of high professional standards. It seems to 
us that any reasonably reputable accountant reading such a letter 
would have no further doubt as to advantages of circulars. 

We do not doubt in the least that the —-——— Audit Company 
would attempt to perform the service of an accountant for a 
great deal less than most accountants, but we have a lingering 
doubt as to the validity of the guarantee that the service would 
be the equal if not the superior of the service of higher price. 

There is something particularly attractive about the assertion 
‘that the ————— Audit Company is prepared to serve the public 
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in any part of the United States, Canada or Europe. An organiza- 
tion with so universal a sphere of influence should be of incalcul- 
able value to any one of the warring nations. 
Then again we like the expression “Consultation without 
expense’’—it bears so plainly the hall mark of the higher ethics. 
While on the subject of advertising let us quote two advertise- 
ments which have appeared in publications in the city of Buffalo. 


ACCOUNTANT, CERTIFIED (ENG.)— 


Audits, Investigations, Systems, Financial 
Statements, and Reports, thorough, con- 
fidential. Charges reasonable. 


* * * * 


& Company 
Chartered and Certified 
Accountants and Auditors 


ng. 
Audits, Accounting Systems, Investigations 
Undertaken for the Purpose of Investment, 


Sale, etc. 
** * 


Will someone kindly explain what is a certified accountant 
(England)? We have no knowledge of the advertisers mentioned 
in the foregoing advertisement but it certainly seems as though 
something should be done to prevent the use of such words as 
“certified” unless they are supported by certificates issued by one 
of the United States. 

A correspondent in northern New York in sending in the text 
of the advertisements which we have mentioned makes the follow- 
ing statements—not without apparently good cause: 


The writer is a practising public accountant and has been desirous of 
becoming a certified public accountant. However, in view of the use of 
the word “certified,” in connection with these advertisements, it would 
seem that the accountants mentioned therein might obtain audits regarding 
which a certified report was desired. 

A discussion of this matter in THe JourNaALt would be greatly appre- 
ciated, as the writer is a subscriber and has long been a reader of your 
magazine. It would seem that if there is no protection to be given to 
the degree of certified accountants, or certified public accountants, the 
weight given by the laymen to these titles will be immeasurably lessened. 
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Income Tax 


Epitep sy JoHn B, Niven, C. P. A. 


The following rulings have been published recently by the treasury 
department : 


T. D. 2242 which defines the status of aliens for the purpose of the in- 
come tax, distinguishing betweeen those who are perma- 
nently located in the United States and those who are only 
temporarily resident or employed therein, and also makes 
provision for those aliens coming to the United States with 
the intention of becoming residents thereof establishing that 
fact and obtaining the benefits accruing on the basis of 
“residence” in the United States. 


T. D. 2258 which permits the signature of banks and trust companies to 
ownership certificates to be printed or stamped thereon. 


TREASURY RULINGS 
(T. D. 2242, September 17, 1915) 


Nonresident aliens—Definition of residence in subdivision 1, paragraph A, 
T. D. 2109 of December 28, 1914. 


“Residence,” as used in subdivision 1 of paragraph A of the act of 
October 3, 1913, and T. D. 2109, is held to be— 


That place where a man has his true, fixed and permanent home and prin- 
cipal establishment and to which, whenever he is absent, he has the 
intention of returning, and indicates permanency of occupation as dis- 
tinct from lodging or boarding or temporary occupation. 

For the purposes of the income tax it is held that where, for business 
purposes or otherwise, an alien is permanently located in the United States, 
has there his principal business establishment, and is there permanently oc- 
cupied or employed, even though his domicile may be without the United 
States, he will be held to be within the definition of “every person residing 
in the United States, though not a citizen thereof * * *’, while aliens 
who are physically present in the United States but only temporarily resi- 
dent or employed therein (as for a season or other similarly definite term, 
and with the expectation or intention of leaving the United States upon the 
termination of employment or accomplishment of the purpose which neces- 
sitated presence in the United States) are within the class of “persons 
residing elsewhere * * * * * *”, 

Aliens coming to the United States with the intention of becoming 
residents thereof within the meaning and intent of the income tax statute 
may establish that fact and have the privilege of resident aliens under the 
statute by filing with withholding agents a certificate in the following 
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form, under oath, which certificate shall be filed by said withholding agents 
with collectors of internal revenue as justification for withholding on the 
basis of “residence” in the United States: 


Form CERTIFICATE. 
Certificate of residence—Claim by aliens. 


(To be filed by aliens with withholding agents when residence in the 
United States is a fact, for the purpose of claiming the benefit of 
residence for income-tax purposes, where otherwise status would be 
that of a nonresident alien.) 


tl HEREBY DECLARE THAT I AM A CITIZEN OR SUB- 
JECT OF ———————-; THAT I ARRIVED IN THE UNITED 
STATES ON OR ABOUT ——————; AND THAT IT IS 
MY INTENTION TO ESTABLISH AND MAINTAIN A 
RESIDENCE IN THE UNITED STATES; THAT THE AD- 
DRESS IN THE UNITED STATES WHERE ANY AND ALL 


191—. 


§ NOTICES AND COMMUNICATIONS RELATIVE TO MY 
E LIABILITY FOR ANY INCOME TAX MAY BE SENT OR 
a MAILED TO ME IS 

A (Street and number) (City) (State) 

(Signed) 

3 Sworn to and subscribed before me this day of ————_, 


Internal Revenue—Income Tax 


(Official Capacity) 


Said certificate shall be in size 8 by 3% inches and shall be printed to 
read from left to right along the 8-inch dimension. It shall be printed on 
blue paper corresponding in weight and texture to white writing paper 21 
by 32, about 40 pounds to the ream of 500 sheets, and will be provided by 
the government and furnished without cost to the users thereof. 


(T. D. 2258, November 1, 1915) 

Execution of income-tax ownership certificates by banks and trust com- 
panies. 

You are advised that as a convenience to banks and trust companies 
having a large number of ownership certificates to execute in the collection 
of interest on bonds it is hereby provided that the name of the bank or 
trust company may be printed or stamped and the facsimile of the signa- 
ture of the person authorized to sign for the bank or trust company in 
executing the said ownership certificates may be printed or stamped on the 
certificates: provided, That in all cases the bank or trust company shall 
first file with the commissioner of internal revenue a certificate of its 
authorization in substantially the following form: 


(City) 


(Date) 
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Income Tax Department 


THE COMMISSIONER OF INTERNAL RevENvE, Washington, D. C. 

The undersigned hereby authorizes the use of the facsimile signature 
shown below upon all income-tax ownership certificates issued in its name 
until this authorization is revoked by written notice to you.. 


(Name of bank or trust company) 
By 


(Signature of person authorized to sign) 


(Official position) 


(Facsimile signature of person 
authorized to sign) 


Ohio Society of Certified Public Accountants 
Members of the Ohio Society of Certified Public Accountants resident 
in the northern part of Ohio have formed a Cleveland chapter, with the 
following officers: President, Frank Brewster ; vice-president, C. L. Swear- 
ingen, and secretary-treasurer, W. A. Coy. 


Charles M. Riedell, Armand L. Bruneau, C. P. A., and John R. Sulzer, 
C. P. A., announce their association as copartners for the practice of 
public accounting and auditing under the firm name of Riedell, Bruneau & 
Sulzer, with offices in the Emigrant Industrial Savings Bank building, 
51 Chambers Street, New York. 


C. R. Shannon, C. P. A., E. C. Reynolds and George A. Bone announce 
their association for the practice of accountancy under the firm name of 
Shannon, Reynolds & Bone, with offices in the Tennessee Trust building, 
Memphis, Tennessee. 
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Students’ Department 


Epitep sy Seymour Watton, C. P. A. 


JOINT BUILDING VENTURE 


Editor, Students’ Department: 

Str: Being one of your Canadian subscribers to THe Journat, I would 
greatly appreciate an answer to the enclosed problem on a joint adventure. 
There has been some diversity in results arrived at by several parties, who 
have given an answer to this seemingly easy problem, as to the cost of 
house to “B.” 

Yours faithfully, 
Montreal. L. McLeop. 


PROBLEM 


A, carrying on business of a building contractor, enters into a joint 
eee on Ist August, 1913, with B to build four houses of equal 
value. 

B owns five lots of land which he had purchased for $10,000.00, hav- 
ing paid $4,000.00 of the purchase price and the balance remaining on 
6% mortgage due 3lst January, 1914. 

A agrees to allow B $3,000.00 for a half-interest in B’s equity in the 
lots and also assumes half of the mortgage. Both are to advance money 
on account of building in equal amounts. 

A is to supply the use of all necessary plant and tools for a considera- 
tion of 5% from B of the total cash expenditure on the buildings. A is to 
be credited with a salary of $150.00 a month for supervising the work. 

On the 3lst March, 1914, the date on which the houses are completed, 
the books show them as having cost $30,000.00, of which amount A had 
advanced $10,000.00. B advanced the balance of $20,000.00. A’s salary 
had not yet been dealt with in the books. 

It is agreed that B be credited with interest on the surplus capital 
invested by him over and above his share, at the rate of 8% per annum 
on an agreed term of six months. B also had to take up the mortgage 
with interest. 

Two of the houses were sold for $16,000.00 each—terms $18,000.00 cash 
and two mortgages for $7,000.00 each. 

B then buys A’s share in the venture for $21,000.00, A taking over one 
of the mortgages of $7,000.00 at a discount of 10% and receiving cash for 
the balance of the settlement. 

B then sells the other mortgage for $6,500.00 cash and one of the re- 
maining houses for $15,500.00 cash. B retains the fourth house for his 
own use. 

Prepare journal entries and ledger accounts recording the above trans- 
sana, Gos A’s profit on the venture and the cost of the fourth 
ouse to B. 


SOLUTION 


This is a fair sample of many problems given in C. P. A. examinations. 
It seems that our northern neighbors are not exempt from the plague of 
these unsatisfactory questions. One is tempted to think that any one who 
would make such agreements between partners must be in league with 
lawyers who expect to have the settlement thrown into court so that a 
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Students’ Department 


couple of attorneys can argue the disputed points until judge and jury are 
so muddled that they will not know where either party stands. 

A is to allow B $3,000.00 for a half interest in B’s equity. Does A pay 
B the money, or does he simply assume the half interest and settle for it 
later? 

There are five lots and four houses. Does each house stand on one and 
one-quarter lots, or is there a vacant lot left to be carried as an asset at 
cost? As each lot cost $2,000.00, the answer to this question affects the 
profits to that extent. 

A is to receive 5% of the cost of the houses “from B.” Surely, no one 
but a lawyer could have put that clause into the agreement. The rent of 
the equipment is a necessary part of the cost of the houses and should be 
charged to property, not to B. However, the terms of the agreement re- 
quire us to charge it to B, unless we assume that the real rental was 10%, 
to be charged to property and credited to A. It seems hardly possible 
that A could charge 10% for the use of his equipment for only eight 
‘months, although B does seem to have allowed him every advantage in 
other ways. 

It would not have affected the accounting principles in this, as in many 
other problems, if a plain statement had been made as to exactly what was 
done. 

The condition when A enters into the deal is as follows: 


Mortgage payable. 6,000.00 


When it says that A allows B $3,000.00 for half of his equity, it is 
assumed that A pays in that amount in cash. If not, A must be charged 
that amount in a temporary account, and B will be credited personally 
with $1,000.00. 


3,000.00 
Payment for half interest, as agreed. 
1,000.00 
To equalize the capitals of A and B. 
Amounts advanced to build houses. 
30,000.00 
Amount of cost of four houses. 


Six months @8% on B’s $10,000.00 
excess capital. 
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Mortgage 
cus) 
Interest @ 8% on $6,180.00 for 2 
months on excess capital fur- 
nished by B. 


Allowance by B to A of 5% on 
cost of houses. 
Property 
Salary allowed A for supervising 
building (8 months, August 1 
to March 31, at $150.00). - 


Cash 
Mortgages receivable............... 

Sale of two houses for cash and 


Interest 
To mortgage receivable....... 
Cash 

B’s settlement with A. 
Excess over credit balance re- 

ceived by A. 
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6,000.00 

180.00 
6,180.00 

82.40 
82.40 

1,500.00 
1,500.00 

1,200.00 
1,200.00 

18,000.00 

14,000.00 
32,000.00 

21,000.00 

700.00 
7,000.00 
14,700.00 

5,300.00 
5,300.00 


This is all the problem requires—the actual profit that A received. If 
it had asked for A’s interest at this point, it would have been necessary to 
close the books, carrying the unsold houses at half of the cost of the prop- 
erty, or $20,600.00, showing a gross profit of $11,400.00, against which 
would be charged the regular interest paid, $662.40, and the discount on 
the mortgage, $700.00, leaving a net profit of $10,037.60. A would be cred- 
ited with half of this, $5,018.80. To balance his capital account a credit 
from profit and loss of $281.20, which is all the bonus that B paid him for 


his share of the business. 


When B sells the other mortgage and one house: 


Interest 
To mortgage receivable....... 


ye 
mortgages. 
| 
00 
7,000.00 
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Closing B’s books, the following: 


16,600.00 

To profit and loss............. 16,600.00 
1,862.40 


To transfer balance. 
At the close, the following will be the balance sheet of B: 


BALANCE SHEET (no date given) 


10,300.00. B, ‘ital... 37,600.00 
37,600.00 37,600.00 


The discount on the mortgage receivable has been charged to interest 
for convenience. 

The fourth house cost B $11,300.00, subject to two points, first the 
question as to whether the interest credit to B should be charged to the 
cost of the houses. It is claimed by many that interest paid during con- 
struction should be considered part of the cost of the property, but the 
argument seems weak, unless it is charged by a contractor as part of his 
payment. When it is allowed to one of the partners on excess capital con- 
tributed by him, there is no excuse for adding it to the cost of the property, 
because there would have been no interest if the other partner had lived 
up to his agreement and had furnished his share of the capital. The in- 
terest adjustment between the two partners did not add to the value of the 
houses. 

Second, the question as to whether the allowance made to A for the use 
of his equipment should be charged to B or to the cost of the property. 

The fact that B made a profit on the other three houses does not affect 
the cost of the house he kept, any more than if the houses sold had been on 
other land and in no way related to the one he kept. 


LepcerR ACCOUNTS 


Property 
10,000.00 Balance 10,300.00 
30,000.00 Sale of 2 houses........ 32,000.00 
Profit and loss.......... 16,600.00 1 house at cost.......... 10,300.00 
57,800.00 57,800.00 
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A, Capital 
Cash in settlement...... 
Use of equipment....... 
nds 
21,000.00 
B, Capital 
Mortgage and interest... 
Profit and loss.......... 
40,100.00 
veges 
Interest 
a 400.00 Profit and loss.......... 
180.00 
82.40 
Discount on mortgage... 700.00 
“ “ 500.00 
1,862.40 


Profit and Loss 


Settlement with A....... Property 
1,862.40 
Balance to B, capital. 9,437.60 
16,600.000 
Cash 


“ house and mortgage 22,000.00 


73,000.00 


3,000.00 
10,000.00 
1,500.00 
= 1,200.00 
21,000.00 
4,000.00 
20,000.00 
6,180.00 
82.40 
9,437.60 
40,100.00 
1,862.40 
1 862.40 
16,600.00 
ae 
16,600.00 
, 
1,000.00 
30,000.00 
14,700.00 
27,300.00 
73,000.00 
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Mortgage Payable 


Mortgages Receivable 

For property sold....... 7,000.00 

14,000.00 14,000.00 


A PRACTICAL PROBLEM ~ 
Editor, Students’ Department: 


Str: In applying for a position among the accountants, a C. P. A. gave 
me a problem to solve. I am enclosing herewith the problem. 

I would like you to look it over, and to advise me of the correct form 
of solving a problem of this kind, and of the method by which the average 
discount is being ascertained. Also, in creating a reserve for bad ac- 
counts, does it make any difference if it is created from the sales or from 
the accounts receivable? If not, why did the accountant employ this 


method? 
Yours truly, 
New York. B. R. 
PROBLEM 

Trrat BaLance or A, B & Company on Ocroser 31, 
Book accounts receivable......... 55,791.50 
Other receivable items............ 1,076.30 
Furniture and fixtures............. 4,724.60 


Stock on hand, January 1, 1913.... 33,389.16 
Withdrawals by firm members.... 24,013.31 


Merchandise purchase ............ 102,743.23 
Labor on merchandise............ 34,752.66 
Selling expense 10,762.69 
Discount to customers............ 12,769.64 
Merchandise sales 219,709.56 
Discount from creditors........... 5,121.49 
Dividends received from failures i in 


Prepare profit and loss statement and balance sheet as of October 
31, $513, and note the following bearing on same. 

B. The average gross profit in the business has been 334% of the 
selling price. That is, the raw material and labor equal 66%4% of the 
selling price. 

C. On the first of the year 1913 the outstandings were $30,000.00. Find 
out the average discount given to customers and lay aside a sufficient 
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reserve for discounts on October 31st to conform with this average. Do 
not take this percentage of discounts into fractions. That is, if you find 
that the average has been say 10%% then make the reserve 10%. If it 
is 10%4% or more make the reserve 11%. 

D. Take off $515.00 from the furniture and fixtures account and charge 
to = expense as depreciation. 

Take %% of sales as reserve for failures, which shall be an addi- 

tion to the amounts shown already as bad. 


SOLUTION 


In answering a problem of this kind, it is well to note that a profit and 
loss statement is asked for, not an account. The figures would be the 
same, but the form would be different. 


Prorit anD Loss StatemMENT, A, B & Co. 
Ten months ended October 31, 1913 


Cost of goods sold: 
Inventory, January 1........... 33,389.16 
102,743.23 
34,752.66 
170,885.05 
Inventory, October 31.......... 24,412.01 
Cost of goods sold, 6634% of sales....... 146,473.04 
14,000.67 


Depreciation furniture and fixtures. 515.00 14,515.67 


Financial deductions and additions: 

Bad debts charged off 148,80 

Reserve for bad debts 549.27 698.07 


Discounts allowed.... 12,769.64 
Reserve for discounts. 3,905.40 16,675.04 


17,373.11 
Less, discount on purchases.... 5,121.49 12,251.62 
Adjustment of previous profits 
Add bad debts 1912 recovered............. 585.39 
Total to be divided among partners......... 36,291.93 
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BaLaNce SHEET, Octoser 31, 1913 


Assets Liabilities 
$3,713.44 Confidential loans........ $4,787.92 
Book accounts receivable. 55,791.50 Other liabilities.......... 1,491.64 
Other receivable items... 1,076.30 Reserve for bad debts... 549.27 
24,412.01 Reserve for discounts.... 3,905.40 
Furniture and fixtures... 4,209.60 Capital ...... $66,190.00 


102,481.93 
Drawings .... 24,013.31 78,468.62 


$89,202.85 $89,202.85 


Notes. The problem itself is subject to criticism, because it gives the 
capital of the partnership as a single account. In a partnership the in- 
dividual names of the partners, with the amount of capital standing at 
the credit of each, should always be given, especially in a problem set 
by a C. P. A. 

The amount of the inventory on October 31 is ascertained as follows: 
The purchases and labor are added to the inventory of January 1. This 
gives $170,885.05 as the cost of the goods sold and on hand. The cost of 
the goods sold is stated to be 6634% of the sales, or $146,473.04. Deduct- 
ing cost of goods sold from total cost of all the goods gives $24,412.01 
as cost of goods on hand, the inventory of October 31. 

The rate of discount allowed customers is ascertained as follows: 

Cash discount is allowed on the amount paid in by customers. The 
amount that was paid in during the period is found thus: 


Less not paid, being still due............... 55,791.50 


Face of customers’ accounts paid...... deswed 193,918.06 


Dividing the discount given $12,769.64 by this amount, we get .06, with 
a remainder of more than %. The rate to be used is therefore 7%. 

Basing the reserve for bad debts on the amount of the sales is a very 
frequent practice. It seems a little more logical to base it on the amount 
due from customers at the time the reserve is set up. If there are any 
bad debts, they must be included in the accounts still outstanding and 
not in those which have already been paid. It cannot be said that either 
method is wrong, provided the percentage used fairly represents the gen- 
eral experience of the concern. A proper analysis of the accounts still 
unpaid should be made, as it is very possible that there may be on the 
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249,709.56 
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books doubtful accounts that would indicate the necessity for a larger 
reserve than the conventional percentage would provide. 


CASH DISCOUNT AND PREPAID FREIGHT 


Editor, Students’ Department: 


Will you kindly settle, through your Students’ Department of Tue 
JourNAL, the question propounded hereunder ? 

A manufacturer sells goods to a jobber, f. o. b. factory, with a full 
freight allowance to destination. The terms of this purchase are 2%, 
sight draft, against bill of lading. The jobber on deducting discount in- 
sists on taking off from the gross amount of the invoice. The manu- 
facturer, with equal insistence, demands that it be taken from the net 
only. Who is correct? 

A concrete example of the case at issue would be as follows: 

Manufacturer A sells to jobber B 500 cases canned goods at $2.00 a 
so less freight allowance, 25,000 Ibs. at 20c, or $50.00. Net 


The manufacturer A draws a sight draft on jobber B for $931.00 (2% 
on net amount). Jobber B insists that this draft be drawn for $930.00 
Who is correct? 

As a further example of the manufacturer’s standpoint, we might quote 
the following case, which would be reductio ad absurdum. A carload of 
a certain material can be sold for $1.00 f. o. b. loading point. It is shipped 
to a distant city, entailing a freight charge of $50.00. The vendor draws 
his invoice for $51.00, deducting therefrom the freight allowance of $50.00. 
Should the purchaser discount on the gross amount, the vendor not only 
loses his entire net invoice, but 2c besides. 

Would you not consider the above transaction in the same category? 


Yours very truly, 
Oneida, N. Y. A. FLuME. 


The manufacturer is correct, unless he advertises that he sells all his 
goods delivered, or makes a universal custom of so selling them. Other- 
wise the actual sale price is the price at the factory, the freight being 
prepaid purely as an accommodation to the customer, and added to the 
bill. An exception to this would be when the price at the factory was 
$2.00 a case and the offer was made to pay the freight as an extra induce- 
ment to get the order. 

On the other hand the manufacturer is wrong in the way in which 
he billed the goods. He should have invoiced them to the customer at 
$1.90 per case and then added the freight. There would have been no 
question about the discount then. Billing them at full price he lays him- 
self open to a claim for the full discount, on the supposition that he paid 
the freight as an inducement to get the order. 

It would seem that where freight is prepaid as an accommodation to 
the customer, cash discount should not be deducted from the amount 
thereof, but wherever it is included in the price as an inducement to 
obtain the order, the customer would be acting within his rights in deduct- 
ing cash discount from the gross amount, unless there was an agreement 
or understanding to the contrary with the seller, or it could be shown 
that the general practice in the particular trade was that the discount 
should be on the net amount, as in the case of coal or lumber. 
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ACCOUNTS RECEIVABLE DISCOUNTED 


Editor, Students’ Department: 


Str: In your October issue appears an article dealing with accounts 
receivable discounted. 

The method outlined does not show the liability for money advanced. 
Of course it can be arrived at by subtracting from the balance of accounts 
receivable discounted the balance of credit to margin account. 

I think it is important to show the direct liability on the books. I had 
occasion to handle such accounts and treated them the same as securi- 
ties pledged for collateral, crediting the credit company on receipt of 
money and charging credit company with amount of collection. I kept a 
subsidiary record of accounts discounted which showed at mn times the 
balance of accounts assigned to credit company. 

Yours very truly, 
New York. ALEXANDER REINFELD, C, P. A. 


The objection to this method of dealing with these accounts is that it 
does not present the facts as they usually are. It would do so if the 
merchant gave a demand note to the credit company and then assigned 
the accounts as collateral. This cannot be done in any state that has a 
usury law, on account of the excessive charge made by the credit company. 
If the credit company collects the accounts itself, this charge might be 
justified as collection services, but where the merchant makes his own 
collections, this subterfuge would fail. 

Usually, if not always, the accounts are bought outright by the credit 
company with the guarantee of the merchant. There is no essential differ- 
ence between buying accounts receivable and buying notes receivable. Open 
accounts not being specifically fixed as to amount and date of payment, 
there is more risk in buying them than in buying notes, therefore a mar- 
gin of the proceeds is left with the purchaser as a guarantee. If notes 
receivable discounted must be shown as such in a balance sheet, there 
seems no good reason for a different treatment of accounts receivable 
discounted. 

Of course, it will look a great deal better in a balance sheet to show 
a credit balance of “sundry accounts payable,” or even of the “Blank 
Credit Co.,” than to have the damning fact revealed that the merchant 
is selling his accounts. It is more than questionable whether an accountant 
has any right to sign a balance sheet that does not state the facts as they 
are. He should not attempt to cover up undesirable conditions by adopt- 
ing a subterfuge in expressing them. It very frequently happens that a 
statement may be true, and yet may be misleading, and this very much 
resembles such a case. Let the accountant put himself in the place of a 
creditor of the merchant, who has extended him credit on the faith of 
the accountant’s report, and let him imagine what that creditor would say 
if he discovered that the merchant had been selling his accounts, and that 
no hint of it had appeared in the accountant’s statements. It is always 
a good idea to put yourself in the other man’s place, to see how your 
action would look to him. 

The objection that it is necessary to deduct the credit company mar- 
gin account from accounts receivable discounted to find the net liability 
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should have no weight. There is no objection to doing this in a balance 
sheet, as is frequently done in other cases. If a concern buys machinery, 
paying part cash and giving instalment notes secured by chattel mort- 
gage for the balance, there should be two accounts on the books, machinery 
and purchase money mortgage. In the balance sheet the latter should be 
shown as a deduction from the asset, not as a distinct liability. 

As notes receivable discounted are often deducted from notes receiv- 
able and the net amount carried out on the asset side of a balance sheet, 
so there would be no objection to deducting from accounts receivable 
the “net accounts assigned,” carrying out the balance as the true book 
value of all the accounts, the net accounts assigned being the net liability 
to the credit company. 

Each accountant must make up his own mind as to the extent to which 
he is justified in making statements which tend to soften hard conditions. 
But he must do it with a full realization of the consequences if some 
one should claim that the statements, while true, were misleading. 


INVENTORYING GOODS RECEIVED FROM UNDERLYING COMPANIES 


Sir: I would like to receive an expression through your valuable Jour- 
NAL as to the proper solution of the following problem: 

The A Co. and B Co., two separate entities, manufacturing and trading 
in the same line of merchandise, are subsidiary companies of the holding 
company C. (The C Co. is strictly a holding company and does no manu- 
facturing or trading whatever.) 

On Dec. 26th, the A Co. sells and ships merchandise, the invoice value 
of which is $5,000.00, to the B Co., manufacturing cost of which was 
$4,000.00, making a gross profit to the A Co. of $1,000.00, and the portion 
of shipping and warehouse, selling and administrative expense applicable 
to the sale was $300.00, leaving a net profit of $700.00. The C Co. own- 
ing nearly all of the stock of the A Co. takes its proportion of the $700.00 
net profit up on its books at the end of the year, when the A Co. closes 
its books, as revenue. 

The B Co. on Dec. 3ist, when taking inventory, finds that it has all or 
nearly all of these goods on hand and inventories them at the price paid 
the A Co. (namely the selling price of A Co., upon which sale A Co. has 
already taken a profit), plus freight and handling charges. 

Looking at the transaction from the balance sheet of the holding com- 
pany alone, or at the consolidated balance sheet, would it be justifiable to 
take up on the sheet both the profits made by the A Co. and also the 
inventory as stated by the B Co., or should a reserve be established to 
protect the intercompany profits until such time as the C Co. had disposed 
of the goods to an outside concern or consumer? 

If there were seven subsidiary companies and the holding company 
owned about 90% of the stock of each, to what extent would the balance 
sheet of the holding company be misleading? Also what if holding com- 
pany owned less than half of the stocks of each company? 

Respectfully yours, 
Clinton, Iowa. CHRISTIAN H,. RIevers. 


The question of the valuation of inventories in subsidiary companies 
of goods received from another company in the same combination is still 
unsettled. It would seem as if the holding company would have a right 
to value the goods made by A and sold by it at a profit to B at the price 
which B paid. If B had bought the same goods at the same price from 
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an outsider, there would be no question about it. But it is claimed that 
as far as the holding company is concerned, A’s profit is only a paper 
profit, because it is made at the expense of the fellow-subsidiary B. If 
A had sold to an outsider there would be no doubt that the profit would 
have been a real one. Suppose, then, that A sells the goods in question 
to X, a dummy, for $5,000.00 and that X sells them at the same price to B. 
The profit is now realized and the holding company is allowed to take it. 
Is there any essential difference in the situation, if the dummy is elimi- 
nated? There does not seem to be any valid reason why the holding com- 
pany should value goods at $4,300.00 when they are actually worth $5,000.00 
at a buying price, just because an underlying company happens to have 
made them. If it had bought another exactly similar bill from an out- 
sider, it would present the anomaly of valuing two identical lots of goods 
at two entirely different prices. 

However, to avoid the seeming error of taking a profit not actually 
realized, accountants usually advise that the holding company should set 
up a reserve against “unrealized profits in inventories.” On the ground 
that it is better to stretch a point than not to be conservative, this advice 
may be accepted as sound. 


TREATMENT OF BANK ACCOUNT 


In the November JourNAL oF ACCOUNTANCY there appears a letter from 
Mr. Ellis LeMaster, stating that one of his clients was in the habit of 
showing on his balance sheet the amount of the bank balance as it ap- 
peared on the bank’s books, with the total of the outstanding cheques 
showing as a liability. In support of this action the opinion of Mr, Sel- 
don O. Martin, director of the bureau of business research of Harvard 
University, is quoted as follows: 

“We think that since bills are not legally paid until the bank on which 
cheques are drawn has canceled them, you would be more exact if you 
allowed for your outstanding cheques on your cash book, even if, for some 
practical reasons, it might be more convenient to deduct the outstanding 
cheques from your bank balance.” 

Mr. LeMaster had objected to his client’s practice, and in my opinion 
he was right. While, from a strictly legal standpoint a debt may not 
always be paid until the cheque given for it has been honored by the 
bank, this is not always true. If the person to whom a cheque has been 
given does not use due diligence in collecting it, the liability of the drawer 
of the cheque ceases, provided his bank balance has not fallen below the 
amount of the cheque in the meantime. If the bank fails, the holder of 
the delayed cheque has no legal recourse except to file a claim against the 
bank. The maker of the cheque does not have to take it up and include 
it in the amount of the claim that he files. As far as these delayed cheques 
are concerned, Mr. Martin’s method would result in putting on the books 
liabilities which have no legal existence. 

This is equally true, in fact, of the cheques that have not been delayed. 
There is no liability on the part of the drawer to pay them, or to pay 
again the debts for whose payment they were given. He has given an 
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order to his agent, the bank, to pay them, and as far as he is concerned, 
they are paid. Even in the extremely unlikely case of a creditor refusing 
to accept a cheque and demanding currency, the maker would merely send 
a messenger to the bank with the cheque, collect the currency and pay 
the creditor. He would not necessarily take up the cheque with currency 
in the office. 

To be logical, we ought to carry out Mr. Martin’s theory with respect 
to all cheques issued, because every cheque is an outstanding cheque from 
the time it leaves the office until it is canceled by the bank. Therefore, 
let accountants instruct their clients when they issue cheques to credit 
“outstanding cheques,” and not the bank. Then every day let them obtain 
from the bank a list of the cheques paid that day, and make an entry 
debiting “outstanding cheques” and crediting “bank.” If we are going 
to do a thing at all, let us do it thoroughly while we are about it. 

Again, if we ship currency by express in payment of a debt, actual pay- 
ment has not been made until the express company has delivered the 
money. Therefore, instead of crediting “cash” with the amount, “cash in 
transit” should be credited, until evidence of delivery is received. 

The weakest point in Mr. Martin’s theory is the treatment of the out- 
standing cheques. He says “if you allowed for your outstanding cheques 
on your cash book.” This must refer to the practice of Mr. LeMaster’s 
client, when he deducts the outstanding cheques from the total cash pay- 
ments. This is extremely illogical. Mr. Martin says that “bills are not 
legally paid until the bank on which cheques are drawn has canceled 
them.” It necessarily follows that if the bills have not been paid, there 
have been unauthorized charges to the accounts covered by the cheques. 
Therefore, the logical procedure is not to show “outstanding cheques” as | 
a liability, but to credit the cheques back to the accounts that were sup- 
posed to have been paid by them. Of course, from the accounting stand- 
point the bills are paid when the cheques are given out, and there is no 
possible reason for looking at the matter in any other way. 


It is announced that the firm of Rose & Hubbard has been dissolved 
by mutual consent. Mr. Rose and Mr. Hubbard will continue to practise 
under their individual names at 160 Broadway, New York. 


George C. Harding & Company, 165 Broadway, New York, announce 
that they have admitted to partnership Harold Burton Hart, C. P. A, 
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Correspondence 
Treatment of Bank Account 


Editor, The Journal of Accountancy: 

Sir: A letter in the November number of THe Journat oF 
AccOUNTANCY quotes the following paragraph from a letter of mine to a 
wholesaler of groceries: 


“|... we think that since bills are not legally paid until the bank 
on which cheques are drawn has canceled them, you would be more exact 
if you allowed for your outstanding cheques on your cash book, even if, 
for some practical reasons, it might be more convenient to deduct the 
outstanding cheques from your bank balance.” 


Though this paragraph was in reply to a specific request from him, 
it was incidental to the main part of my letter, which related to the 
Harvard system of accounts for retail grocers. 

The bureau of business research has never regarded accounting as its 
chief work, and has never thought itself to be an accounting authority. 
The bureau’s main object is the collection of information about business. 
In this collection it has found necessary the introduction of uniform 
systems of accounts. These systems, apparently becoming standard in 
the trades to which they refer—shoe and grocery, have been approved by 
the accounting profession and favorably commented upon in your JoURNAL. 
The bureau’s long-standing policy has been not to trouble itself with 
accounting questions unconnected with the use of its systems, and it 
certainly has no intention of arguing any point on which a majority of 
accountants are agreed. Consequently, I hope the fact will be accepted 
that the offending paragraph was a personal expression incidental in a 
letter about another matter. Inspection would hardly pronounce the para- 
graph polemical, and it certainly had no intention of advocating a reduc- 
tion of accounts payable by outstanding cheques with bank balance 
unchanged, as at least one accountant seems to have understood it. Against 
a practice so obviously incorrect explicit warning did not seem to be 
required. 

Furthermore, in justice to the courses in accounting in the graduate 
school of business administration of Harvard university, I am glad to say 
-that they are in no way responsible for the paragraph; and that such 
accounting practice has never been taught in them. 

Yours very truly, 
Seven O. Martin, 
Director, Bureau of Business Research. 
Cambridge, Massachusetts, November 18, 1915. 


Editor, The Journal of Accountancy: 

Sir: Mr. LeMaster’s letter in the November Journat relative to out- 
standing cheques is very interesting. The writer offers the following 
ideas, trusting they may assist in stimulating further discussion. 
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Theoretically, an amount equal to the amount of the outstanding 
cheques would be withdrawn from the general bank account and deposited 
in a separate fund. This would be shown on the balance sheet as “fund 
reserved for outstanding cheques” and a corresponding liability, “out- 
standing cheques,” set up. This seems to the writer to express the actual 
condition on the balance sheet date. It would be incorrect to deduct 
the amount of the outstanding cheques from the total monthly disburse- 
ments, The company has issued these cheques, the transactions have been 
recorded and the effect should be set up on the balance sheet. These 
outstanding cheques are not accounts payable, but orders on the bank 
not yet paid. 

Practically, the balance sheet is not usually completed until ten, fifteen 
and sometimes thirty days after the end of the month. Consequently the 
fund reserved for outstanding cheques is most probably paid out by the 
bank and the corresponding liability liquidated before the balance sheet 
is completed. So, for the sake of brevity and condensation, the fund and 
its corresponding liability are usually omitted, on the presumption that 
the bank and the creditor will complete the transaction which the com- 
pany has already recorded as complete on its books. 

That this presumption may prove incorrect is a contingency that the 
auditor must not overlook. 

In this connection an experience, which came to the writer’s attention, 
may be of interest. A corporation’s books were examined by an auditor 
representing a bonding house. The corporation made a practice of draw- 
ing cheques for all accounts as soon as due and held them until there 
were sufficient funds in the bank to meet the cheques. The result on the 
balance sheet, which the auditor ordinarily would have submitted, is obvi- 
ous. No past due accounts would be shown and the large bank overdraft 
would seem to indicate either unusual confidence in the corporation by 
the bank (which, incidentally, would lend it nothing) or the corporation’s 
ability to borrow readily. 

In Mr. LeMaster’s letter we notice the statement in Mr. Martin’s reply: 

“We think that since bills are not legally paid until the bank on which 
cheques are drawn has canceled them af 
In most cases this is so but the accountant must not overlook the few 
exceptions. A certified cheque, when this form of payment is specified by 
the drawee, is legal payment by the drawer before the bank has canceled it. 
A cheque, the payment of which is delayed by the negligence of the 
drawee, constitutes legal payment by the drawer. These two exceptions 
are of importance in case of the bank’s becoming insolvent. 

Another exception which has no practical bearing on the question 
might be mentioned. A cheque issued by A is finally returned to A in pay- 
ment of the account of a third party and may never be canceled by the 
bank and yet constitute legal payment of the debt for which it was issued. 

Yours truly, 


Detroit, Michigan, November 15, 1915. W. T. Suntey, Jr. 
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EXTENDED BOND TABLES; by E. Spracuz, C. P. A. 
Fourth edition. The Ronald Press Company, New York, 1915. $6 
postpaid. 

The eight-place extended bond tables by Colonel Sprague are too 
well known to need any emphasis on their value. This edition (the 
fourth) of the tables gives bond values for net income rates from 1% to 
10%, for bonds of all the usual nominal interest rates, from 3 to 7%. The 
values, as in previous editions, are given to eight places of decimals, or 
the nearest cent in $1,000,000. 

Some improvements have been introduced which will materially increase 
the value of the tables for certain purposes. One of these is a method 
for obtaining the value of bonds at any income rate; another is the pro- 
vision of multipliers for converting annuities payable half-yearly into 
annuities payable quarterly or yearly; and a third is a simplified method 
for determining the value of bonds bearing other rates than those given 
in the tables direct. 

Mechanically the new edition, bound in full limp leather, is very attract- 
ive. The convenient scheme of having the difference tables on colored 
pages has been retained. In the explanatory matter the simplified spelling 
used in the previous editions has been retained, doubtless out of respect 
to the wishes of Colonel Sprague. While this increases the difficulty of 
reading, it is not a serious defect. There are one or two slight typo- 
graphical errors in the book, but they are not materially important. 

N.N. 


TELEPHONE APPRAISAL PRACTICE; by J. C. Suippy. Published 
by the author, Pittsburgh, Pennsylvania, 1915. $4.00. 


In the preface to his book, the author says: “Because the whole matter 
is in such a tentative state, no attempt has been made in this work to 
treat all phases of the subject of valuation, the purpose being rather to 
bring together the most trustworthy data on the subject of telephone 
appraisals by the cost of reproduction method, to present these data in 
such a way that they will be of service to the non-technical manager as 
well as to the engineer, and to supplement this with forms and instructions 
for the preparation of a plant inventory, which, roughly speaking, repre- 
sents about three-fourths of the cost and work of an appraisal.” 

Within the limitations thus clearly stated, Mr. Slippy has produced a 
good book. Chapter I outlines the general purposes of appraisal and the 
information to be presented to a commission; chapter II is devoted to the 
taking of an inventory of telephone plant, explaining what the various 
items include, and the forms used; in chapter III are data on construction 
and equipment costs; chapter IV deals with depreciation ; and in chapter V 
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there is an outline of commission requirements and jurisdiction over 
telephone companies in a number of states. 

The most valuable part of the book naturally is that relative to inven- 
tory and construction and equipment costs. The usefulness of the work 
would have been increased, we believe, if some of the more recent matter 
on depreciation had been quoted, particularly the report of the engineer 
of the New York public service commission, first district, in the Brooklyn 
Edison case, and the opinion of the supreme court of Idaho in the Poca- 
tello Water Company case (Murray vs. Public Service Commission, Pac. 
Reporter, August 9, 1915, p. 50). 

Taken altogether the book contains matter that is well worth while 
to anyone interested in telephone appraisal work, whether from the engi- 
neering, managing or accounting standpoint. N. N. 


ODD RATE BOND VALUE FORMULAE for obtaining values for 359 
unusual coupon rates from 3% to 6.50%; by Artuur S. Littte. Pub- 
lished by the author, 303 N. 4th St., St. Louis. $2.50. 

In the words of responsible testimonial writers, this is undeniably an 
“astonishingly ingenious and original” device for obtaining such bond 
values from ordinary tables for standard bonds at 3%, 34%, 4%, etc., as 
the process consists merely of adding together in a certain manner the 
values given in the publications of Sprague, Deghuee, Rollins, et al. For 
example, the formula for a 3.65% rate is 9 (314%) plus 1 (5%), and the 
result is obtained as follows: 


or better still, on an adding machine: 
9666 


100000 01 


An income rate the same as the coupon rate was taken in order that the 
result might be self-verifying, but the process would be identical for all 
other income rates. 
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Whenever bond dealers purchase an issue of “freak bonds” they invari- 
ably need a manuscript table of values at several income rates for use 
until the issue has been sold, and, if the bonds happen to be serial, as 
many as eighty values might be required. In view of the fact that such 
work may (as the author puts it in a circular) be safely entrusted to 
“two reasonably intelligent small boys,” this method is clearly easier 
and speedier than subtracting a 3% value from a 4% value, taking 65% 
of the difference and aiding the result to the 3% value. 

While the book is evidently designed chiefly for ordinary business 
men who are not fitted to grasp and remember rules of an actuarial char- 
acter, it is quite probable that the highly trained accountant will often 
find this method the most convenient for work involving bonds at such 
rates as 4.35% or 5.17%. 

The tables of formulae are preceded by ample directions for use. 
There are also some supplementary remarks wherein the author not only 
sets out much useful and interesting information for the benefit of the 
laity, but also embraces the opportunity to air certain individual. views 
on political economy and actuarial accounting, which may, with modera- 
tion, be said to be out of the beaten track. 

The writer, when a geography student at school, was deeply impressed 
with the remarkable fact that the Missouri River, although flowing directly 
by Omaha, St. Joseph and Kansas City, widely avoided such important 
cities as Denver, Topeka and Des Moines, and yet visited places of 
lesser importance like Lexington, Boonville and Jefferson City. In a 
somewhat similar manner he now notes with regret that the bond tables 
of Sprague and Price are, on account of their arrangement, rather poorly 
adapted for rapid-fire work in changing the coupon rate. However, this 
inconvenience will be felt no more under Mr. Little’s system than under 


any other. 
Birney Dysart. 


THE RECONSTRUCTION OF THE CHURCH. By Paut Moore 
Srrayer. The Macmillan Company, New York, 1915. $1.50. 


In a time when the people of the United States are attempting to set 
their house in order individually, municipally, corporately and nationally, 
it is almost inevitable that there should be an effort at reconstruction 
religiously. Mr. Strayer’s book (which is only one of many dealing with 
the same general subject) is full of that good, hard common-sense, char- 
acteristic of the younger generation which is doing so much to bring the 
church into conformity with modern requirements—or perhaps we should 
say to bring modern ideas into the church. There has been frequent 
evidence of late of a desire to introduce business methods in ecclesiastical 
undertakings. Two of the great denominations at least are actively 
encouraging their members to insist upon proper financial organization and 
the careful supervision of expenditures. This of course is only one of the 
many reforms which the church is seeking to establish, but it is one that 
is of particular interest to everyone who is concerned with the accounting 
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profession. Upon this subject Mr. Strayer holds sound views. He main- 
tains that not only should the money be properly accounted for, but that 
it should be wisely spent. “There is plenty of money for any enterprise 
that gets worth-while results, but these days men are looking upon a gift 
more in the light of an investment. Gifts of money must get returns 
for the community. . . . The church must do more business if it is 
to keep the enthusiastic support of its adherents.” 

In other words the church must study efficiency—a hackneyed word but 
without an exact synonym. And all of this only goes to show that nowhere 
is efficiency out of place. 

Mr. Strayer’s book is most attractively written and is a worthy addi- 
tion to the literature which now is giving expression to the awakening of 
the church. APR 


INVENTORS AND MONEY-MAKERS. By F. W. Taussic. The 

Macmillan Company, New York, 1915. $1.00. 

One of the most noteworthy incidents in the developments of this 
inventive age has been the increasing reward of the inventor. In the old 
days the physical poverty of the inventive genius was proverbial. It was 
supposed that the man who could create was naturally lacking in the 
ability to safeguard his own interests. Today many of the great fortunes 
have been made by actual inventors and therefore the title of this book 
“Inventors and Money-Makers” is not so antithetical as it would have 
been fifty years ago. The book contains the substance of lectures delivered 
by the author at Brown University. To the student of psychology the 
book primarily appeals, but it has also a meaning and an interest to 
everyone who can see a little below the surface of our modern civilization. 
The lectures are of distinct value. N_N. 


CORROSION OF IRON. By L. C. Wirson. Engineering Magazine Com- 
pany, New York, 1915. $2.00. 

The Works Management Library, published by the Engineering Maga- 
zine Company, covers a wide range of subjects and is being steadily aug- 
mented by the publication of technical works. The Corrosion of Iron is 
one of the new volumes and is a revision of a series of articles which 
appeared in the Engineering Magazine. The book is of more interest to 
engineers than to accountants, but as the work of the two professions 
frequently cverlaps this book and many of the other volumes in the same 
series of publications might find a place in the library of the modern 
accountant. N.N. 


GOVERNMENT FINANCE IN THE UNITED STATES. By Cart C. 
Prenn. A. C. McClurg & Company, Chicago, 1915. Fifty cents, net. 
The field of government finance is one that offers endless possibilities 

to the critic and the student. The volumes which have discussed the sub- 
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ject are endless and their recommendations innumerable. The only point 
upon which all writers seem to agree is that the regulation of finance in 
this country and the supervision of expenditures are utterly inadequate 
and should be instantly reformed unless we are to come into a state of 
more muddled financial condition nationally than that which we already 
occupy. Of course the United States of America is not bankrupt nor on 
the high road to bankruptcy, in spite of the earnest efforts of many con- 
gresses to bring it to that undesirable end. Indeed, the great wealth of the 
country is the direct cause of the reckless extravagance which has almost 
invariably characterized the financial affairs of the government. 

Professor Plehn’s investigations embodied in the book now under dis- 
cussion range from the consideration of national finance, through state and 
county affairs, to the more hopeless question of municipal activity. His 
analysis is intensely interesting and most of his conclusions will not 
arouse any strenuous opposition among the friends of reformation, but in 
one vital matter his views are at variance with those held by many men 
of experience. 

After thoroughly demonstrating the ineptitude of American govern- 
ment—a point upon which there cannot be two honest opinions—the author 
comes to a consideration of the remedy, and this he finds apparently in a 
wider separation of state and national control. No one will contend that 
our national administration has been satisfactory at any time. Even the 
periods which we are accustomed to point out as more economical than 
the present mad dissipation of resources were far from perfection. But 
however inefficient may have been the national administration it would 
be jumping out of the frying-pan into the fire to take from the federal 
government and place in the hands of state governments any of the func- 
tions which the former now performs. In other words, while the national 
history may reveal extravagance and inefficiency it assumes a fairly radiant 
glow of integrity and business ability when placed in comparison with the 
history of many of our states. 

Moreover there is every probability that our friends in Washington 
will be driven to the adoption of the principle of a national budget and 
therefore there seems to be assurance of improvement. Some of our states 
are well governed, but as much cannot be said of the average, and ac- 
cordingly it would be folly to substitute the state for the nation. We are 
beginning to get away from the old idea of state rights. Nothing should 
be done which will prevent our going further and further from it. 

A. P. R. 
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a British Society of Incorporated Accountants 
ae The Incorporated Accountants’ Year Book, issued by the council of 
the Society of Incorporated Accountants and Auditors (Great Britain), is 
published for 1915-16. It contains the names of 2,770 members. Of these 
2,145 are in England and Wales, 114 in Scotland, 69 in Ireland, and 442 
in other British possessions and foreign countries. The society has dis- 
trict organizations in thirteen of the leading towns of the United Kingdom, 
and there are also branch societies in Scotland, Ireland, Australia, South 
o Africa and Canada. The volume consists of 583 pages, and contains, in 
a addition to lists of members, the society’s regulations and examination 


papers. 


Washington State Board of Accountancy 


The Washington state board of accountancy held its annual meeting on 
September 25th and the following officers were re-elected: Chairman, 
William McAdam; vice-chairman, George Shedden; secretary-treasurer, 
R. D. White. The other members of the board are O. S. Larson and 
Alfred Lister. 

Certificates as certified public accountants were granted to four out of 
ten candidates who sat at the June examinations. The successful candi- 
dates were John A. Jorgensen, of Detroit; W. H. Irvine, Louis E. Smith 
and John F. Anderson, of Seattle. 


Washington Society of Certified Public Accountants 

At the postponed annual meeting of the Washington Society of Certi- 
fied Public Accountants held in Seattle October 23, 1915, the following 
officers were re-elected: President, R. D. White, and vice-president, H. 
W. Carroll. E. J. Miner was elected secretary-treasurer to succeed Eli 
Moorhouse. O. S. Larson was elected to the board of directors. C. M. 
Williams remains a director for the current year. George Shedden was 
elected auditor. 


Michigan Association of Certified Public Accountants 
At the annual meeting of the Michigan Association of Certified Public 
Accountants on November 19, 1915, the following officers were elected: 
President, David Smith; vice-president, R. A. Stevenson; secretary, George 
Gibbs; treasurer, George M. Patterson; director, J. J. Jerome; delegate 
to convention of American Association of Public Accountants, W. D. 
ee Bonthron; alternate, Frederic A. Tilton. 
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The American Association of Public Accountants 


List of Officers, Trustees and Committees. 


1915-1916 
OFFICERS 
J. Porter Joplin, 122 S. Michigan Boulevard, Chicago. 
A. P. Richardson, 55 Liberty Street, New York 
.Carl H. Nau, American Trust Building, Cleveland 
Vice-Presidents : 
California State Society of Certified Public Accountants...... Norman McLaren, San Francisco 
Colorado Society of Certified Public Accountants............ Morton M. Hamma, Denver 
Connecticut Society of Certified Public Accountants........ George L. Vannais, Hartford 
Delaware Society of Certified Public Accountants............ Clifford E. Iszard, Wilmington 
Georgia Society of Certified Public Accountants.......... Joel Hunter, Atlanta 
Illinois Society of Certified Public Accountants.............. Harold Benington, Chicago 
Iowa Society of Certified Public Accountants................ Henry N. Holdsworth, Iowa City 
Kentucky Society of Public Accountants.................. James S. Escott, Louisville 
Louisiana Certified Public Accountants, Society of.......... R. C. Lloyd, New Orleans 
Maryland Association of Certified Public Accountants........ Thomas L., Berry, Baltimore 
Massachusetts, Certified Public Accountants of, Incorporated. J. Edward Masters, Boston 
Michigan Association of Certified Public Accountants........ W. D. Bonthron, Detroit 
Minnesota Society of Public Accountants.................. R. D. Webb, Minneapolis 
Missouri Society of Certified Public Accountants........... .Bertram D. Kribben, St. Louis 
Montana, Association of Certified Public Accountants of...... George Raban, Great Falls 
New Jersey, Society of Certified Public Accountants of the 
State Of John B. Niven, Upper Montclair 
New York State Society of Certified Public Accountants..... Hamilton S. Corwin, New York 
Ohio Society of Certified Public Accountants.......... bciieota Walter A. Coy, Cleveland 
Oregon State Society of Certified Public Accountants........ H. A. Moser, Portland 
Pennsylvania Institute of Certified Public Accountants...... Herbert G. Stockwell, Philadelphia 
Rhode Island Society of Certified Public Accountants......... Adin S. Hubbard, Providence 
Tennessee Society of Certified Public Accountants.......... George M. Clark, Chattanooga 
Texas State Society of Public Accountants.................. 
Virginia Society of Public Accountants, Inc................ A. T. Henderson, Lynchburg 
Washington Society of Certified Public Accountants........ R. D. White, Seattle 
Wisconsin Society of Certified Public Accountants.......... Shepard E. Barry, Milwaukee 
TRUSTEES 
AUDITOR 


Arthur B. Sinclaire 
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The President, Chairman...........:.... Illinois 


STANDING COMMITTEES 


EXEcUTIVE CoM MITTEE 


R. H. Montgomery..... ; 


Pennsylvania 


COMMITTEE ON ACCOUNTING TERMINOLOGY 


Hamilton S. Corwin, Chairman...... New York 


COMMITTEE ON ANNUAL MEETING 


E. W. Sells, Chairman.............New York 
Ry New Work 


COMMITTEE ON ARBITRATION 


B George Wilkinson, Chairman..... Pennsylvania 


COMMITTEE ON BUDGET 


E. W. Sells, Chairman ............ New York 


COMMITTEE ON CONSTITUTION AND BY-LAWS 


John A. Cooper, Chairman............ Illinois 


COMMITTEE ON EDUCATION 
Waldron H. Rand, Chairman. ... Massachusetts 
Harold Dudley Greeley............ New York 


COMMITTEE ON FEDERAL LEGISLATION 


R. H. Montgomery, Chairman..... Pennsylvania 
COMMITTEE ON GENERAL RELATIONS 
Edward L. Suffern, Chairman....... New York 
W. B. Richards ...... Connecticut 
COMMITTEE ON JOURNAL 
J. E. Sterrett, Chairman.......... Pennsylvania 
William M. Lybrand.............. Pennsylvania 
COMMITTEE ON MEMBERSHIP 
W. Sanders Davies, Chairman...... New Jersey 
New Jersey 
Charles E. W. Hellerson.......... New York 
W. Ernest Seatree, Chairman.......... Illinois 


COMMITTEE ON STATE LEGISLATION 


J. S. M. Goodloe, Chairman........ New York 
Charles F. McWhorter............ New York 


The first copies of the new edition of 
Robert H. Montgomery’s famous book 
on will be ready in January, 
1916. 

In this book many suggested changes 
developed by experience of users of the 
first edition have been worked out. And 
in particular the important matter in con- 


THE RONALD PRESS - 


A New Edition of Montgomery's “Auditing” 


nection with the Income Tax has been 
brought fully up to date. 

The new Montgomery’s “Auditing” 
will contain about goo pages, bound in 
limp leather—one of the handsomest 
books ever published by this Company. 

Price is the same, $5.00 Postpaid. 

Send for your copy now. 


20 VESEY STREET, NEW YORK 
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THE LAW TRAINED ACCOUNTANT 
LEADS 


LAW training is valuable in any career. But 
in accountancy it is practically indispensa- 
ble. It gives a man that extra equipment 

which brings him the bigger and more important 
propositions. It puts him on equality with the 
leading members of his profession, most of whom 
possess at least a working knowledge of law. 


Modern American Law Course 
and Service of 


BLACKSTONE INSTITUTE 


Blackstone Institute (including The Sprague 
Correspondence School of Law) was founded in 
1890, and is by far the oldest and largest iaw 
school for non-resident instruction in the world. 


We have successfully trained more than thirty 
thousand men and women in law. Among our 
graduates are the Governor of a State, United 
States Senators and Congressmen, State, County 
and City officials, many Judges and thousands of 
successful lawyers, accountants and business men 
everywhere. 


If you are unable to attend a resident law school, 
you can secure a thoroughly complete and satis- 
factory Law Course and Service at home—one that 
is universally recommended and approved by 
Bench and Bar, Deans and Professors in resident 
Law Schools and by our Graduates and Students. 
Chief Justice Ladd, of the Supreme Court of Iowa, 
says: “‘Every person interested in the law will 
receive from Blackstone Institute an unusually 
excellent, in fact, the best, non-resident system of 
instruction.” 


Grasp the Big Opportunities in 
Business 


Big business has decided that only a legal 
training fully equips the mind with the power to 
analyze, to direct, to control. Business problems 
are now far too complex to be successfully 
handled, even by men of experience who merely 
know finance, accounting, sales, costs, etc. At 
least a working knowledge of how these great 
forces may be legally applied is now absolutely 
essential. 


Thus we see men like Lovett of the Union 
Pacific and Southern Pacific Railroad System, Gary 
of U. S. Steel Corporation, Whelan of United 
Cigar Stores, picked for leadership because of 
their grasp of the fundamentals of law; because 
they know just what may be done lawfully and 
how and when to do it in the best way. One need 
not pass a bar examination to be able to do this. 


Our new 165-page free book, “The Law Trained 
Man,” will tell you how to make yourself doubly 
valuable to your own or some other business by 
becoming a law trained man. Clip the coupon and 
mail now. 


Learn Law At Home In Spare 
Time 


Do not let advancing years find you in the 
“disappointed class” looking back on neglected 
opportunities! A few hours’ reading of this 
Course and Service in spare time will show results 
at once. We will equip you to pass the bar ex- 
amination and become a lawyer, or to become a 
leader in business or politics. The Course and 
Service is clearly written in simple, non-technical 
language—easy to understand. No specific pre 
liminary education is required. 


Special Offer—Investigate 
Without Obligation 


The recent union of The Sprague Correspond- 
ence School of Law with Blackstone Institute 
marks an epoch in the history of law instruction. 
To commemorate this union and to bring the stu- 
dent body immediately up to the number which 
our increased facilities now enable us to serve, we 
will accept a limited number of enrollments at a 
reduced fee and especially liberal terms. 


Decide today to investigate this most 
unusual opportunity. Clip the coupon 
now for our 165-page free book, “The 
Law Trained Man,” and full particu- 
lars of our Special Offer. Every- 
thing will be sent to you free and 
prepaid. There is no obligation Py 
or expense of any kind on Py 
your part. 
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To offer a plan of procedure in making up 


Income Tax Returns 


should not be considered as a reflection on the ability of any expert accountant. 


“The Short and Quick of Income Tax Returns” 


outlines a positive plan of procedure in making up Income Tax Returns. No legal or 
technical wording. Plan can readily be followed by those in subordinate positions. 
No business too large or too small, nor any accounting system too intricate. Also 
covers single entry books. No change in present plan of accounting necessary. 

Easily read and followed. Answers a lot of miscellaneous questions. 

Plan described, while covering corporations fully, adjusts itself readily to partner- 
ships and sole ownerships as well as all State Laws. 

Might help some to read a few pages before closing your books. 

Never out of date. Only few pages to read. 


PRICE $1.25 PER COPY 


DAVID OLIVER 


Accountant and Attorney 


606 So. Michigan Boulevard : - CHICAGO, ILL. 
Bank and Professional References 


The accountant who looks ahead 


realizes that to succeed he must have an all-round knowledge of business. 


"| do firmly believe," says Charles G. DuBois, Comptroller of the American 
Telephone and Telegraph Company, "that the future leaders of our profession 
will be the men who have begun with a broad cultural education and have 
next taken a thorough post-graduate training in the theory and methods of 
commerce and finance, specializing meanwhile on accounting." 


New York University School of Commerce, Accounts and Finance offers just such 
a training in accounting which leads to the degree of Bachelor of Commercial Science and 
prepares for C. P. A. examinations. 

In addition to the thorough training in accounting which the University gives, you may choose 
supplementary work from over 100 courses in banking, finance, insurance, real estate, etc. 
There are classes in the moming, afternoon and evening. You can get your college training 
while working at business. 


The Fall term opened September 23d. There is still time to register for this semester. Do 
not delay but write at once for your copy of the new catalogue and special accounting 
circular. Address the Secretary, Major B. Foster. 

New York University School of Commerce, Accounts and Finance 
Washington Square New York City 
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Take the “Hump” Out 
Of Your Loose Leaf Ledger 


OU discount the chief advaniage of loose leaf 
bookkeeping by not using FLEXO Hinged 
Ledger Paper. As ordinary loose leaf sheets do 
not fall back and present a flat writing surface, you 
might as well use the old-style, bulky,-bound volumes. 
Your investment in loose leaf equipment will 

never yield full returns until you adopt 


FLEXO 


HINGED LEDGER PAPER 


The FLEXO patented hinge permits the maxi- 
mum use of the paper width. The hinged section 
can be ruled, written upon, or erased like the rest 
of the sheet. It prevents the customary ‘‘hump”’ 
at the binding. FLEXO hinge is formed during 
the manufacture of the paper. There is no weaken- 
ing of the sheets by creasing, folding, scoring or 
cross-hatching, after the paper is made. 


Send for Sample Folder of FLEXO Paper. Writeon both 
sides of the hinge—then scratch it out—and see why 
it is better than other so-called hinged ledger paper. 


A Trip to the Paper Valley 


PAPER is an important item in every office. 
Know more about it. Be able to tell when you get 
value received. “PAPER MAKING” takes 

you on a trip to the Paper Valley of the Berk- 


ler—pin to your letter- coupon brings Sample 
- ook o e famous ger and Bond 
head, and mail to BYRON 


| Ledger Papers. 


Papers. 


WESTON CO., Dalton, 


Mass., for Booklet Biter doh Byron Weston Co. 
Making,” FLEXO Loose Lea 
Folder and Samples of B-W Dalton, Massachusetts 


“‘The Paper Valley of the Berkshires’’ 
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ROMEIKE’S 


PRESS CLIPPINGS 


Are used nowadays by many up-to-date business 
men; they bring you in constant touch with all 
public and private wants and supply you with 
news bearing upon any line of business. 

We read for our subscribers all the 

important papers published in 

United States and abroad. 
If you have never used PRESS CLIPPINGS 
drop us a postal and we will show you how they 
can be of advantage to you. 

Write tor booklet and terms. 


ROMEIKE, Inc. 
106-110 Seventh Ave., New York, N. Y. 


Accountants aud 
Business Men 


You can lock up 
valuable papers 


Leather Portfolio 
while on an audit 
or traveling. 


Makes an Acceptable 


k Express prepaid to 
any point in the 

United States. Money 

back if not satistied 


Send for Catalogue No. 23 


L. L. B. Case Mfg. Co., 5 Cedar St., New York City 
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Do You Shelve Your Loose Leaf Records ? 


In Bundles? —In Bookform ? 


Any office boy can do the latter by using the 


“F.B” Loose Leaf Holder 


Pat. May 13, 1913. 


Practical and low priced 
Adjustable to fit any size of paper 
Independent of the location of hhol 


$3.00 PER DOZEN 


ROCKHILL & VIETOR, Sole Agents, Dep’: “F-B” 
(Branch : 180 N. Market St., Chicago.) 22 Cliff St., New York 


The STANDARD 


Try a STANDARD Sealer 


Model C—-$15.00 Model F—$25.00 


Sent on Approval Anywhere 


A LIBERAL ALLOWANCE 
On Your Old Machine 


IT FEEDS AUTOMATICALLY - Is COMPACT, 
LIGHT AND DURABLE--SPEED, 6000 PER HOUR 


Eliminates Smud :ed Addresses, Finger Prints— 
The Possibility of Envelopes Sticking Together 


and Being Miscarried in the Mail—and Your MADISON 
Mail Catches the Early Train—10,000 Users. ORRIN S. LYON CO., N'E w YORK 


SEND FOR OUR LIST OF USERS 


K & E MERCHANT'S (CALCULATING) SLIDE RULE 


a omg | designed for the Merchant, Im- 

rter, Exporter, Accountant, Manager, 
echanic, Foreman, etc. 

All manner of problems, involving multipli- 

cation, division and proportion, can be cor- 


KEUFFEL & ESSER CO. 


CHICAGO ST. LOUIS 


rectly solved by means of this rule without 
mental strain and in a small fraction of the 
time required to work them out by the 
usual “figuring.” 

Write for Circular No. 1299]. 

NEW YORK, 127 Fulton Street 
General Office and Factories, HOBOKEN, N. J. 
SAN FRANCISCO MONTREAL 


Drawing Materials, Mathematical and Surveying Instruments, Measuring Tapes 


When writing to advertisers kindly mention Taz Journat or AccouNTANCY. 
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. This L. L. B. Portfolio, size 16x10 Sections, $6.75 and up. SiS 
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HE young accountant who is not 

a trained business man is snagged 
He cannot progress. 
He must watch less able men forge 
their way up the stream, winning the 


in an eddy. 


It is not enough 
that an accountant 
knows the technical 
details of his work. 
To win into the 
higher levels he must 
be able to interpret 


his figures in terms 


The Modern Business to 
Course and Service _, ! policies of 
of the ALEXANDER controlled by the 
HAMILTON INSTITUTE sllowing Advisory 


of business 
must know finance, banking, organization, 
management, credits, sales, advertising. 
His goal can be reached only by an in- 
telligent understanding of the entire field 
of business. The Modem Business Course 
and Service of the Alexander Hamilton 


Alexander Hamilton 
Institute 


Without placi der sort of obligation, send book, “‘Forging Ahead in Business,”’ and full infor- 


9 Astor Place 
New York City 


Institute brings to every accountant all 
the information he must have to succeed. 

Its 30,000 subscribers include several 
hundred accountants as well as men in 
every rauk of business and professional 
big responsibilities and the big salaries. life—men whose problems and ambitions 


the Institute are 


Council. 
JOSEPH FRENCH JOHNSON, D.C.S., Dean of the New 
York University School of Commerce, Accounts and Finance. 


FRANK 4. VANDERLIP, LL.D., President of the National 
City Bank of New York. 


JOHN HAYS HAMMOND, LL.D., Mining Engineer. 


JEREMIAH W. JENKS, LL D., Professor of Government, 
New York University. 


ELBERT H. GARY, LL.D., Chairman of the Boanl, U.S. 
Steel Corporation. f 


Send for our free book, ‘Forging Ahead In Business.” 
It will give you a new perspective of your profession. 


When writing to advertisers kindly mention Tue Journat oF Accountancy. 
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Look For 


a level-headed thinker, an accurate re- 
corder, and Eagle-marked record books in 
every well-managed office. 

Competent office managers are none too 
plentiful, absolutely reliable book-keepers 
are not turned out by every business col- 
lege, but the Eagle-marked record books 
may be secured in every city without the 
slightest difficulty. 

If you have an efficient office manager, 
and a first-class book-keeper, complete a 
triple alliance by equipping the office with 


NATIONAL BLANK BOOKS 


There isn’t an office requirement in 
bound or loose leaf goods which is not 
covered by the National Line. 

National Blank Books are made by the 
largest blank book factory in the world. 
Every book is finished with a nicety of 
workmanship which cannot be secured in 
unnamed products. National Blank Books 
cost no more than the ordinary kind. In- 
sist on having the best. : 


The leading stationer in your city 
will show you National Blank Books 
to fit your requirements. 


NATIONAL BLANK BOOK (CO. 
HOLYOKE, MASS. 


NATIONAL LOOSE LEAF CO., Ltd. 
Canadian House, 75-76 Little Britain, E. C. 
London, England 


When writing to advertisers kindly mention Tue Journat or Accountancy. 
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Executive 
A Rist man who lets a machine do his work for | 


Lim-—do more work in less time, and do it~ 
exactly right every time—is using executive ability. 


He is lifting himself out of the machine-class. _ 


‘Elliott-Fisher, The Bookkeeping Ma~ 
chine, gives you the opportunity to use — 
your time, your hands and brains in 


directing work. 


It represents all the brains and all the 


ability of all the bookkeeping. experts 
in the country. 


It never took a job away from any. 


one. It changes jobs into positions. 


It is @ positive factor in bettering 
“business. 


It removes the obstacles to handling. . 
more business. It saves time, and. . 


working time is valuable. 


“The high cost of bookkeeping” is 


Elbott-Fisher 
Bookkeeping Machine — 


is the assistant that takes the overload off | the Ee 
shoulders of the office worker—that ends the 
fets and worries and costly mistakes and delays 


affecting the success of every one +m the organiza- 


tion from the chief down. 


caused by doing the work by hand 
instead of using Elliott-Fisher The 
Bookkeeping Machine, that is many. 
hands in itself—and is almest a think- 
ing machine. 
You can do what thousands of others j 
are doing in their own offices with | ~ use your accounting training 


Elliott-Fisher. Elliott-Fisher will do to increase your income by 
for you what it has done for thousands this Company. 
Department. 


of others—change your “job” into a 
“position.” 


1228 Cedar Street, 


When writing to advertisers kindly mention Tus Juans ov 


Hertisbarg, Pa., U.S.A. 
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Pace Standardized Courses 
Accountancy and Business Administration |} 


A BRIEF SUMMARY OF THE PACE PROGRAM 


Interpretation 
Pace Standardized Courses interpret Business as a 
Science—from the fundamental laws of production to the 
most advanced expedients of modern business practice. 


Scope | | 
The major subjects of Accounting, Law and Applied 
Economics and the related subjects of Finance, Organ- 
ization, Management and Transportation. 


Differentiation and Correlaticn 2 
The essentials classified ready to be mastered; the non- 
essentials grouped for correlation with the more im- 
portant matters. 


Standardization 
Standardized Synthetic Texts pedagogically correct 
Teaching Procedures prepared with the employed man 
and woman in mind—each instructor teaches his specialty 
and yet maintains proper coordination throughout the 
course. 

Presentation 
Instruction both in Resident Schools and Extensi 
pres by Certified Public Accountants and Practicing 

wyers. 


Availability 
Taught this year in 52 prominent schools and colleges 
throughout the country to approximately 5,000 students. 
Available also to Business Organizations for installation 
and to the individual student by EXTENSION (mail) 
to any address. | 


FOR COMPLETE DETAILS AND CATALOGS, APPLY TO 
PACE & PACE, HUDSON TERMINAL, 30 CHURCH ST., NEW YORK 


When writing to advertisers kindly riention Taz oF Accountancy. 
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